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Quotations on a Number of Selected Swedish Shares 


(With respect to dealings in Swedish shares reference is made to current Swedish exchange regulations.) 


Share capi-| Nominal | Dividends in Kronor Quotations (buyers) in Kronor Dividend 
tal amount | value be % of 
intr. on test 
the eihiad 1957 | 1958 | 1959 | 1960 | 1961 guotailons 
Stock Exch. 


Mill Kr | Kronor | 1957 | 1958 | 1959 | 1960 | 1961 30/12 | 30/12 | 30/12 | 3012 | 30/3 | 30/6 | 31/7 | 31/8 | 29/9 


Allmanna Svenska Elektriska AB, »ASEA»* 


(electrical machinery) . . wher 303.8 100 10 12 8 8 8 194 183* | 229* | 186 188 194 188 213 200 4.0 
Billeruds AB? (timber, paper, pulp) . att a gre 105 100 9 9 9 9 10 265 290 400 395 383 310 300 287 270 2.8 
Bofors AB* (war material, engineering works 

and chemical products) . . . 110 100 8 8 8 8 8 140 142 202 167" | 196 155 157 160 155 5.2 
Bolidens Gruv-AB (copper, lead, zine, " chemi- 

cal products) . . tigre soe 100.8 100 |9+1B 9 9 9 10 172 180 212 203 201 198 202 197 190 5.3 
AB Custos* (holding company) | ‘ 64.8 100 10 11 8 10 10 255 270* | 390 385 348 355 355 350 350 2.9 
AB Electrolux, series B® (household machinery) 144 100 7.50 7.50 7.50 9 6.75 | 134 150 232 226 160* | 151 149 144 137 4.9 
Fagersta Bruks AB, series B‘ (iron, steel) . . 37 100 8 8 8 8 9 193 185 280 290 280 185 190 192 180 44 
HolmensBruks och Fabriks AB, series B’ (paper, 

pulp, textiles) . ra, i ae 27.1 100 7 8 8 9 9 139 180 280 296 297 330 305 320 191* $1 
Héganis-Billesholms ‘AB, ord.®” (ceramics, 

building-material) . oir a: es 37.5 100 9 9 9 9 9] 156 157 210 205 195 198 195 196 193 4.7 
AB Iféverken® (sanitary ware, insulating 

materials, building tiles). 45 100 8 8 8 8 8 138 170 245 217 204 199 192 192 192 4.2 
AB Klippans Finpappersbruk ‘(high ‘quality 

paper) . we 21 100 8 9 9 9 9 180 250 335 340 329 365 365 365 350 2.6 
Korsnas AB, ord.3° (timber, paper, pulp) a 75 100 10 7 7.20 6 280 196 325 295* | 255* "1" 255 280 270 255 2.4 
Mo os) Domsjé AB, series BY! Be paper, 40 100 8 8 10 8 8 215 315 315 330 355 400 405 415 400 2.0 

pulp)... Ee 
AB Pripp & Lyckholm (breweries) . a 39.6 100 9 9 }9+1B10+1B) 11 177 218 288 265 252 251 248 240 239 4.6 
Sandvikens Jernverks AB* (iron, steel) A 83 100 8 8 8 8 8 150* | 163 289 300 262* | 302 306 303 305 2.6 
AB Separator, series B!* (dairy machinery ete) 43.8 100 12 12 12 12 12 214 242* | 340 305 300 302 291 314 304 3.9 
Skandinaviska Banken™ (bank) ..... 218.4 100 10 10 10 10 10 172 205 268* | 214* | 202 206 205 202 202 5.0 
Skanska Cement-AB (cement) . 66 100 7 7 7 8 8 141 170 250 235 225 222 225 230 230 3.5 
Stora Kopparbergs Bergslags ABE (iron, steel, 

timber, paper, pulp) . 225 100 15 15 10 12 12 461 395* | 500 542 558 647 650 685 507* 18 
Svenska Cellulosa AB, »SCAnie (timber, paper 

pulp) pa 235.5 100 a 7 Zz 9 6 210 253 406 266* | 239 255 241 246 225 2.7 
Svenska Handelsbanken, ord.” (bank) ee 184 100 11 11 ll 11 12 183 208 251” | e255 202 207* | 205 204 203 5.9 
AB Svenska Kullagerfabriken, »SKF», series 

B free shares'‘ (ball bearings) . . 124.4 100 j11+2B) 11 12 12 10 233 245 390 400* | 407 461 435 452 445 2.2 
AB Svenska Metallverken™ — and plastic 

products)... rfl =. Cane 100 100 7 |7+1B vi 7 7 147 158* | 208 163* | 151 158 157 158 155). 4.5 
Svenska Sockerfabriks AB (sugar) . oe” a 81 60 . | 54-1B 6 6 7 8 | 93.50} 123 164 170 169 185 186 188 191 4.2 
Svenska Tandsticks AB, »STAB», series Be 

(matchproduction, holding company)... 95 50 4 4 5 5 6 72.50 98 145 157 159 161 157 161 158 3.8 
Telefon-AB L M Ericsson, series B*! (telephone 

and electronic equipment). . . 130.5 35 2.50 2.50 2.50 |3+0.75B) 3.50 | 43,50 | 46.50 | 79.50] 107* | 129 120 116 124 126 2.8 
Trafik-AB Grangesberg-Oxelésund®* (iron ore, 

shipping) .. . 297.5 100 12 12 12 12 12 281 276 386 355 392 442 451 473 460 1.7 
Uddeholms AB? (iron, ‘steel, timber, paper, 

cou) ee 165 100 8 8 8 8 10 185 223 302 267 274 312 318 257* | 232 3.4 
AB Volvo*4 (motor cars, motors, ‘agricultural 
Poor cao Tiehngtt cs ishing 114 50 3 3 i) a 3 54, | 77.50°| 115" 87 | 84.50 | 90,50 89 90 | 85.50 35. 

artygs- pring, 

CORMEOY) ws. cle GMa 100 100 ; ri 7 7 7 139 145 185 150 155 155 161 163 165 4.2 


B = Bonus dividend. * = Quotation ex subscription right and/or stock dividend right. 
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THE POSSIBILITIES OF MONETARY POLICY 


BY ERIK LUNDBERG 


Our present attitude towards the inherent possi- 
bilities of monetary policy, and towards its efficacy 
as a stabilizing agent, can be described as one of 
well-informed uncertainty. This would seem to be 
true not only in Sweden, but also in the majority 
of other countries, particularly the U.S. and Eng- 
land. Our attitude of uncertainty can be said to be 
well-informed in that a whole succession of interest- 
ing and penetrating studies have been made in re- 
cent years on the monetary policy of the 1950s, 
both on a strictly empirical basis and from more 
theoretical premises. I am thinking particularly of 
the report of the Radcliffe Committee in England, 
of the succession of studies carried out by the Joint 
Economic Committee in the U.S., of the C.E.D. 
report in the U.S., and — on a lower plane — of 
the report of the Credit Market Commission in 
Sweden. Our ignorance of the effects and possible 
usefulness of monetary policy has, thanks to these 
reports and to the general debate that has followed 
them, been deepened but given a better founda- 
tion than ever before. On certain points, the pres- 
ent discussion seems to have enhanced our uncer- 
tainty, by widening the rift between different 
schools of thought. 

This view may seem excessively pessimistic. It is 
clear — as we shall show in this and a following 
article — that the analyses made by economists of 
the effects of monetary policy in different countries 
have led to interesting and valuable results, and 
mark considerable progress in the field of economic 
research. But this progress has to some extent led 

to our abandoning certain hypotheses and old-es- 
tablished myths that have previously been used as 
a guide to policy recommendation. There is also the 
fact that the actual policy problems have changed 
in the past decade, as the economic situation has 
changed. We demand a greater precision as to 
the results of monetary policy, at the same time as 
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our aims have become more ambitious. The trouble 
is that the analysis so far carried out on our wealth 
of past experience does not seem to have given us 
any very informative answers on those particular 
questions that seem most relevant to the bringing 
about of more effective policies today. We have, 
instead, been furnished with material and argu- 
ments with which to confute any more naive views 
on the efficacy of monetary policy. 

One should not, however, be too depressed if 
research in this field shows mainly how little knowl- 
edge we have of a kind that can be utilized in 
practice. In fact, awareness of this circumstance 
should provide a better foundation for a successful 
policy than myths based on false premises. It 
should, however, be noted that among both politi- 
cians and economists there are still plenty of con- 
flicting views on the efficacy of monetary policy, 
views that are based on inadequate premises. Deci- 
sions on economic policy must naturally still be 
made on the basis of inadequate premises — on 
current trends of development, on changes forecast 
in the economic situation, on the presumed efficacy 
of certain measures, and, in particular, on how 
rapidly or how slowly such measures can be expect- 
ed to take effect. The basic problem is how we can 
best utilize the intensive research of the past five 
years, and find reasonable syntheses between con- 
flicting views. We must also, in Sweden, do our 
best to utilize such foreign experience as is, or can 
be made, applicable here. 

In this article I intend primarily to discuss cer- 
tain main features that can be discerned in recent 
international discussion on the efficacy and inher- 
ent possibilities of monetary policy. These will be 
considered against the background of the views 
current in previous generations, and with particular 
emphasis on problems encountered in Sweden. 
The Swedish debate on monetary policy is in essen- 
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tial respects influenced by the current discussions 
in the U.S. and England. Modern schools of 
thought can often be viewed as reactions against 
previous standpoints, and present theories on mon- 
etary policy can in a similar manner be seen as 
reactions against the theories of the period imme- 
diately preceding. 


Main points of discussion 


Looking over the main points arising in discussions 
on monetary policy during the past five years, one 
finds that they are more or less the same in all 
countries of our type. 

Any consideration of the role played by mone- 
tary policy is, to begin with, complicated by a cer- 
tain lack of clarity as to what monetary policy actu- 
ally is, and involves, and how it is related to other 
types of economic policy, particularly fiscal policy. 
One can simply ask what economic weapons we 
have in mind when we talk of monetary policy, or 
one can, instead, try to define monetary policy in 
terms of its effects, e. g., on the volume of money, 
and/or on interest rates. It is clear that such al- 
ternative ways of viewing this concept can give rise 
to serious misunderstanding. If, on the other hand, 
one takes the term “monetary policy” to refer — as 
I think is reasonable — to certain instruments that 
are under the immediate control of the central 
banks, then there arises the question of what type 
of instruments and what type of control we are 
talking about. There is a difference in kind be- 
tween, on the one hand, the classical definition of 
monetary policy, in which the only forms of inter- 
vention on the free market are changes in the bank 
rate, and open market operations, and, on the other 
hand e.g. our modern Swedish credit policy, which 
aims at a strict regulation of the credits extended 
by banks and other institutions. 

The effects of monetary policy will to a large ex- 
tent depend on coordination with, in particular, 
fiscal policy. Differences of opinion as to the effects 
obtained are sometimes due to unstated premises 
in respect of budget and national debt policy. The 
conditions for an anti-inflationary, restrictive mon- 
etary action will obviously be quite different in a 
country with a persistent budget deficit than in one 
with a surplus. The size and distribution of the 
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national debt has very much complicated the mon- 
etary policies of a number of countries in the post- 
war years. 

Turning to differences of opinion as to the actual 
effects of monetary policy, we find the following 
main points of discussion. 

1. A primary and fundamental question concerns 
the ways in which monetary measures affect the 
economic situation. It is not unusual for economists 
to concentrate their attention on changes in the vol- 
ume of money, as showing the quintessence of the 
direct effects of monetary policy. This way of think- 
ing is traditional — a sufficient supply af money 
(in some sense) is a necessary condition for bal- 
anced economic development, while too great an 
availability of money can lead to inflation. Anoth- 
er, and completely different, type of approach, also 
with ancient traditions, is to start from a more 
sophisticated and obscure concept like the “state 
of liquidity”, used by the latest Radcliffe Com- 
mittee. This vaguely suggests that the “state of 
liquidity” as a determinative factor for the size 
of expenditure does not depend on the existing 
volume of money so much as on the possibility of 
mobilizing liquid funds by loans, the sale of bonds, 
etc. In a special version of this “banking school” 
type of approach, strategic importance is assigned 
to access to credit from the commercial banks. It 
is characteristic of Swedish monetary policy in the 
past ten years that the Riksbank’s estimation of 


the effficacy of our monetary policy has been | 


largely based on the development of credit given 
by the commercial banks. 

There are also those who seek the results of mon- 
etary policy primarily in changes in interest rates. 
These different views are not necessarily incompati- 
ble. It is possible and reasonable to regard all these 
different aspects as simultaneous expressions of the 
workings of monetary policy. However, one finds 
that the conflicts of opinion are, in part at least, 
due to over-emphasising the effects on the volume 
of money, the liquidity situation, or rates of interest. 

2. In this connection, it should also be noted that 
there are both economists and bankers who consider 
that the effects of monetary policy are entirely 
erratic and impossible to appraise. The best one 
can say of the policies actually put into effect is, 
possibly, that they have had such little result that 
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no great damage can have been done. On occasion, 
the emphasis has, instead, been on the purely psy- 
chological effects. Changes in the bank rate have 
been motivated on account of effects on the confi- 
dence of conservative bankers and currency specu- 
lators. Monetary measures have been assigned a 
sort of magical value as symbols, or been viewed as 
signals of changes in economic policy. 

3. There has been an intensive debate on the 
possibilities of monetary policy to combat a cost 
inflation. In many quarters a certain scepticism is 
felt as to the efficacy of monetary measures in 
countering tendencies to price and wage increases. 
The restrictive monetary policies introduced in 
various countries during the boom years of 1955— 
57 have had no marked depressive effect on the 
rise in prices. An excessive rate of growth in wages 
was generally experienced even during the follow- 
ing recession. The conclusion would seem to be that 
even if a very restrictive monetary policy is “effec- 
tive” enough to produce temporary stagnation and 
unemployment, it will still not be of much help as 
a stabilizer. The question is how far the observa- 
tions made in certain countries during the 1950s 
can be generalised, and here opinions can naturally 
differ, 

4. A subject of heated debate is how and to what 
extent a restrictive monetary policy is liable to put 
a brake on the general rate of both short and long 
term development. The stunted rates of expansion 
in England and the U.S. during the 1950s are 
adduced as evidence of such an unfortunate effect. 
A distinction must be made here between effects 
on aspects of demand and on aspects of supply. A 
restrictive credit policy can be blamed for curbing 
demand so sharply that the boom is brought to a 
halt at too early a stage, and hence capacity of 
capital and labour will not be exploited to the full. 
But it is also conceivable that production will be 
restricted via the effects of a credit squeeze on the 
size of investments and on their distribution as be- 
tween the private and the public sector, and within 
the private sector. A recurrent series of restrictive 
measures can, as seems to be the case in England, 
result in a relatively low investment quota, and this 
could help to explain the low rate of increase in 
productivity. One can, on the other hand, main- 
tain, as many economists do, that these phenomena 


are in the main determined by other factors, and 
that they need not in any case be regarded as the 
inevitable consequences of an effective monetary 
policy. 

5. The question as to whether monetary meas- 
ures can stimulate an upswing after a period of re- 
cession has not been so effectively illustrated during 
the post-war years as has the difficulty of control- 
ling development during inflationary booms. Re- 
cessions have in general been slight and transient, 
leaving great freedom of interpretation as regards 
the possible significance of an expansive credit poli- 
cy. The good old doctrines from the 1930s as to the 
total inefficacy of an expansive monetary policy 
during a deep depression have thus been able to 
survive. On the other hand one can, on the basis 
of experience in America during the recessions of 
1954 and 1958, maintain that an expansive and 
easy credit policy can help to mitigate a decline and 
hasten recovery. 

6. The different circumstances that limit the 
scope of monetary action are also hotly debated. 
Those who maintain the potential efficacy of mone- 
tary policy — provided that action is sufficiently 
drastic and sufficiently rapid — come continually 
into conflict with those who emphasise the different 
kinds of political, institutional and economic barri- 
ers to such policy. There are political taboos in 
respect of interest rates and troublesome imperfec- 
tions in the working of the institutions of the credit 
market. The economic restrictions that in many 
cases limit the national autonomy of monetary poli- 
cy are due mainly to international capital move- 
ments. Under this head there is debated the efficacy 
of monetary policy with regard to strains on the bal- 
ance of payments, and how far such considerations 
come into conflict with the need to solve internal 
problems of balance. No one denies that such limi- 
tations exist, or that they give rise to important 
conflicts of interest. But opinions differ as to how 
grave an obstacle they constitute, and as to how one 
best can overcome these difficulties. 


Reasons for our ignorance 


The reason for existing differences of opinion be- 
tween economists, and for the confusion in the polit- 
ical debate on these issues, can partly be sought in 
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the prevailing great uncertainty as to how mone- 
tary measures actually work. By means of a theoret- 
ical model, with precise assumptions and with for 
instance the volume of money or the discount rate 
as strategic parameters, clear and definite answers 
can be given on questions as to how monetary 
measures affect the situation. There are classical 
theories that demonstrate how too low an interest 
rate must lead to inflation and how a sufficiently 
high interest rate must be able to stop a rise in 
prices. The same is true of variations in the quan- 
tity of money. 

Theoretical models of a more or less sophisticated 
kind are useful instruments for systematic analysis 
and for the construction of fruitful hypotheses to 
be tested with empirical facts. The tragedy with 
these models, which are necessary in order to sim- 
plify and thus help us in the understanding of an 
infinitely complicated reality, is that there are many 
alternative hypotheses, and the possible combinations 
between different hypotheses are still more numer- 
ous. Actual development seldom provides us with 
clear evidence as to what hypotheses and models 
offer the best explanation. Theories were more long- 
lived in the old days, when economists showed no 
marked inclination to test their hypotheses on the 
actual course of events. Even during the 1930s and 
1940s, when a more or less passive monetary policy 
was common in the majority of countries, views on 
the potential efficacy of monetary action could live 
on undisturbed by reality. But from the 1950s on- 
wards, with the rebirth of active monetary policy, 
economists, when maintaining or denying the effi- 
cacy of monetary policy, have had to pay attention 
to a vast amount of complicated and contradic- 
tory statistics. It is no longer reasonable to hold to a 
particular viewpoint on purely theoretical grounds, 

In actual fact there should be plenty of empirical 
material with which to “test” views on the efficacy 
of economic policy. Monetary policy parameters 
have really varied considerably during the various 
phases of the business cycle in different countries. 
One can find examples of variations in the dis- 
count rate between 2 and 7 per cent, radical swings 
in scope and direction of open market operations, 
considerable changes in the volume of money in 
relation to the national income, more or less radical 
interventions in the distribution of credit. As has 


already been mentioned, a number of penetrating 
studies have been carried out and made use of this 
empirical material. And yet our general ignorance 
as to the actual effects of policy is at the moment 
particularly marked, and clear-sighted politicians, 
bankers and economists:have, as a result of these 
studies, been made more conscious of the uncer- 
tainty of our knowledge than ever before. It is in- 
deed some sort of progress to have obtained more 
precise information as to the nature of our igno- 
rance, and this information can provide a basis for 
continued research, and help to bring our future 
mistakes in policy up to a higher level than before. 

Let me here try to outline the factors that make 
it difficult to get to grips with reality, and wrest 
any practical knowledge regarding the effects of 
monetary policy form our empirical experience. 

A fundamental difficulty — and this is naturally 
true of all economic relations and of all kinds of 
economic policy — is that the actual economic 
situation is never even approximately identical at 
different times or in different countries. We are 
never dealing with simple recurrent phenomena 
that can be analysed on the basis of certain varia- 
tions of a limited number of factors. One can, for 
instance, try to study the efficacy of measures of 
monetary policy adopted to curb expansion by com- 
paring such periods as 1919—20, 1928—29, 1936 
—37, 1950—51, 1955—57 and 1959—60 in differ- 
ent countries. But it can easily be demonstrated 
that a number of specific circumstances apply to 
each and every one of these periods. Structural 
changes occur over the longer term, while compari- 
sons even between near-lying booms are made haz- 
ardous by significant differences in the particular 
cycles of development. The movements of prices 
and wages during the Korea inflation, and the spe- 
cial balance of payments situation at that time, 
were so different from conditions during later 
booms that no real conclusions can be drawn as to 
the effects of the different types of monetary policy 
adopted. It Igoks as if the periods 1955—37 and 
1960—61 would provide a more suitable subject for 
comparative analysis, making it possible to read off 
the relative effects of changes in interest rates and 
volumes of money. But one would find even here 
that an analysis was seriously upset by more or less 
unique business constellations applying to one peri- 
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od or the other. To mention one example only, the 
1955—57 boom was internationally well synchro- 
nised, while in 1960—61 the boom in Western 
Europe coincided in time with a recession in 
America. This means differences between these two 
periods in respect of the development of raw-ma- 
terial prices, and the conditions for international 
movements of capital. 

The lack of recurrent situations and the enor- 
mous variability of economic development must 
naturally not deter us from systematic analysis and 
be an excuse for a simple chronicling of develop- 
ment. Difficulties of the kind mentioned should 
rather spur us to acquire greater analytical skill in 
the finding of plausible explanations for the wor- 
kings of monetary policy in the past 10 years. The 
impossibility of isolating hypothetical effects will, 
however, mean that we shall never arrive at any 
even reasonably precise answers. The most we can 
hope for is analytic results that, on the basis of the 
incomplete material and available methods of ana- 
lysis, seem more or less plausible, but which do not 
entirely exclude other, perhaps entirely different, 
interpretations. Econometric methods, based on sta- 
tistical regression analysis, are now increasingly 
used even to determine the partial effects of eco- 
nomic policy measures. These provide quantitative- 
ly precise answers to the questions, as the relative 
weight of the different factors is determined in a 
way that gives the best overall explanation. The 
danger of these methods is simply that significance 
tests that may be satisfactory in themselves do not 
exclude the possibility of the results being com- 
pletely misleading. Econometric methods can be 
useful when a large amount of statistical material 
is to be processed, and the results can stimulate 
us to reconsider certain preconceived ideas or “in- 
side knowledge”. But other methods of a more 
qualitative nature can never be avoided, these 
will be based on the insight into the working of 
institutions, e. g., the mechanism of the credit mar- 
ket, on surveys made among banks and business 
enterprises, and, above all, on theoretical con- 
siderations of possible causal dependencies. We 
shall never reach anything corresponding to exact 
knowledge but we do hope for improved basis for 
good judgement. 

The isolation of the effects of monetary policy is 


made diffcult by the fact that governments have 
little understanding of the need for scientific iso- 
lation. When an attempt is made to curb or stimu- 
late business, a number of different measures is 
usually introduced at the same time (package deals) 
or successively, at short intervals, without waiting 
for the results of each specific measure. This can of 
course be perfectly justified from an economic point 
of view, but it does make observations on the spe- 
cific effects of different measures very difficult. In 
Sweden, for instance, in 1955, a whole series of 
measures was introduced to curb the investment 
boom. In the beginning of the year a general in- 
vestment expenditure tax was proclaimed, in April 
the discount rate was raised, followed by an in- 
crease in the corporation tax. There was around 
the same time a general appeal to the banks for 
credit restriction, and, from August, the Riksbank 
fixed a credit ceiling. How can we possibly tell 
what effects what measures had on what invest- 
ments in what year, and what effect any eventual 
dampening of investment had on general eco- 
nomic development? Similar examples of “self- 
inflicted” difficulties in the analysis can be cited 
in every country during the period in question. 

To say that the raising of the discount rate, or 
some other type of restrictive monetary policy, 
would seem from past experience to have such and 
such an effect is quite meaningless, unless one can 
also say how fast the effect is achieved. It makes 
an enormous difference if the raising of the dis- 
count rate will influence investments within a 
month or if results can only be expected after a 
year or two. Interest is now quite justifiably being 
focussed on the problems presented by these time- 
lags. 

A characteristic tendency for monetary policy to 
lag behind events has long been noticeable. In- 
creases in discount rates and other credit-restrict- 
ing measures have fairly regularly been introduced 
at the very top of a boom, often in connection 
with foreign exchange and liquidity crises. 

It is also common to find credit restrictions and 
rising, or at least relatively high, rates of interest, 
particularly on long-term loans, during the first 
part of a business decline. Conversely, interest rates 
have usually been low, and credit easy to obtain, 
during a good part of the upswing. Remembering 
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also the considerable and varying length of time it 
takes for a raising of the discount rate, and the 
subsequent credit squeeze, to have any actual de- 
pressive influence on investments, one may very 
well wonder whether monetary policy, in the form 
it has actually taken, has not, if anything, had a 
destabilizing effect. As a result of the additional 
pressure brought to bear during a cyclical decline, 
and the additional stimulus during the upswing, 
fluctuations in investments in stocks, and fixed 
capital, may have been greater than if monetary 
policy had been more passive. It has even been 
maintained that these time lags in all probability 
mean that every type of autonomous monetary 
policy will have destabilizing effect on business 
cycles. The length of time between the point at 
which monetary measures “should” have been 
taken and the appearance of actual effects may be 
so great in relation to the normal course of the 
business cycle that these measures with great prob- 
ability will have wrong results, and merely disturb 
the economic situation. The famous Chicago eco- 
nomist Milton Friedman has drawn the conclusion 
that an automatically determined monetary policy, 
with a minimum of intelligent ambitions, and 
aiming for instance at as simple a target as a con- 
stant rate of increase over the years in the volume 
of money, regardless of variations in the economic 
situation, would give a maximum stabilizing effect. 

This is an extreme conclusion. Friedman’s views 
are shared only by a small group belonging to the 
“Chicago school” of economists. But there is reason 
to consider very seriously the special difficulties for 
a stabilization policy as a result of these time lags. 
It is possible that an active monetary policy for this 
reason tends to have a destabilizing effect, eventual- 
ly followed by a slowing down of the rate of growth 
and an increase in the tendency to inflation. Theo- 
retically, there are two ways in which we can signif- 
icantly improve the situation. Either we can in- 
crease our knowledge of these time lags, so that we 
can forecast more accurately when and how results 
of monetary measures will be forthcoming, or we 
can attempt radically to reduce the time lags by 
introducing new sorts of policy and altering the 
structure of the institutions concerned. This can be 
done by drastic changes in the parameters of mone- 
tary policy. Here I shall only consider in more detail 


the actual nature of these time lags. The problems 
they involve are of basic importance to any realistic 
consideration of the potential usefulness of mone- 


tary policy. 


Problems of time lags 


When we speak of a time lag between the introduc- 
tion of a monetary measure and its result, we are 
really referring to a whole series of variable lags. 
We should begin — if we are talking about the 
efficacy of monetary policy — with the inevitable 
delay before “we” have noticed the need for, e. g., 
restrictive action. 

This we can call an “observation lag”. There is 
some time before economic statistics or other ma- 
terial are available to show for instance, that serious 
tendencies towards inflation or over-employment 
exist, or that the cycle has turned downward. Let 
us take for our example the American downturn 
during 1960. Now, with all the relevant statistical 
material available, the month of May is generally 
agreed to have been the turning-point. But no 
general belief that a definite decline had occurred 
from that time was current until many months later, 
and even in December, 1960, responsible people 
questioned whether what was being experienced 
really was a recession, that should be combatted by 
expansive action. 

It takes further time before the statistical ten- 
dencies observed become so marked, or so persist- 
ent, that the central bank considers them sufficient 
to warrant such a decision as a change of the 
discount rate. This we can call a “decision lag”. 
The statistical observations will give the basis for 
a forecast of economic development, viz. to what 
extent it is proceeding in an undesirable direction. 
However primitive the methods used, this forecast 
must also include a prediction as to the probable 
effects of the measures contemplated. In this “de- 
cision lag” there are of course included all the 
doubts felt as to the true nature of the situation, 
and all the hopes that the outcomes observed are 
of temporary nature, that the tendencies noted 
will correct themselves, that those who oppose the 
measures will be convinced by later statistics ete 
Our awareness of how uncertain the future is often 
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provides a good excuse to put off adopting a 
definite attitude and making decisions on policy. 

Once a measure has been decided on and put 
into force, there is a new series of time lags to be 
considered. It takes some time before the raising of 
the discount rate is reflected in the structure of 
interest rates on the money and capital markets, 
and, in the same way, it takes time for the open 
market operations, or new regulations on liquidity 
or reserve ratios, significantly to affect the loan 
policies of banks vis-a-vis the general public. 
Let us call this lag a “credit lag’. Note that what 
we have here is not a time lag of any definite dura- 
tion, determined for instance by the actual struc- 
ture of the credit market, but a highly variable 
pattern of reactions over time. Different banks and 
credit market institutions will be affected with var- 
ying rapidity by the policy of the central bank. 
Their speed of reaction can be determined by their 
current state of liquidity, or by inertial factors that 
are difficult to determine. Nor will credit custom- 
ers be faced immediately and all along the line with 
a changed liquidity and interest rate situation. It 
takes time for the new credit terms to come into 
general application, and for changed rates of amor- 
tization to take effect, It also takes time, in a credit 
squeeze, for old credit limits to be reached. It is 
thus clear that the “credit lag” in question really 
includes two distinct types of lag, namely, the time 
it takes for measures adopted by the central bank 
to affect liquidity within the credit system, and the 
time it takes for changes within the credit system to 
have effective influence on loan conditions and 
liquidity with regard to trade and manufacturing 
etc. 

Then comes what is perhaps the most important 
“lag” problem of all. How rapidly are investments 
and consumption influenced by changes in liquidity 
and interest rates as these affect the producer and 
the consumer? This “activity lag” can again, from 
an academic point of view, be divided up into a 
whole series of effects. It takes a certain time for 
the changes on the credit market (in the widest 
sense of the term) to be observed, and to be con- 
sidered sufficiently significant by the business enter- 
prises immediately affected to warrant a change of 
investment plans. The first discernible reaction will 
perhaps be an increase or a decrease in orders, 


which may not affect actual deliveries until some 
time later. Increased sales can in the beginning be 
affected from stocks, while a decrease in sales can 
lead to stock piling. In other words, it will take 
some time before a changed rate of sales will have 
any effect on actual production. And it will take 
even longer for these effects to be discernible in 
employment and in consumer expenditure. 

A consideration of these different time lags does 
not in itself give us any fixed points of reference 
for an analysis of the effects of monetary policy. It 
is obvious that these lags are not peculiar to the 
effects of monetary policy. Such complications 
apply equally to fiscal policy, although partially in 
different combinations and permutations. 

A survey of the types of time lags that seem to 
apply to monetary policy should, however, give us 
a starting point in testing the efficacy of such 
policy on the basis of past experience; it should 
also warrant a hope of reaching better results in 
the future than have been attained in various 
countries during the post-war period. 

It should be observed that the time lag problem 
is not a question of simple delays between cause 
and effect, but of “distributed lags”, i. e. the effects 
appear with a certain frequency in time in different 
sectors of the economy. If, for example, one tries to 
measure the effects of a credit squeeze on orders 
for machinery, one may find that a small propor- 
tion of the calculated total effect has been obtained 
during the quarter immediately following a change 
in the credit market situation, that a considerable 
effect has been obtained by the end of six months, 
but that the total effect has not been entirely 
reached until, say, a whole year has passed. Then 
there will be fresh distributions of time lags as re- 
gards the effects of the inflow of orders on produc- 
tion in the engineering industry, etc. Measurements 
of this kind have been attempted in America. 

However, a reason for scepticism as to the sta- 
bility of this “lag structure” is, as has been men- 
tioned above, the enormous variability over the 
business cycle. The rapidity with which the action 
by the central bank will take effect can never be 
given by any existing structural or inertial factors. 
The very size or suddenness (shock) of the dis- 
count rate or liquidity change introduced will 
determine the speed of its effect. Let us take an ex- 
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treme example. A slight change in the discount 
rate, of 1/4 or 1/2 per cent, which conservative 
central banks tend to stop at, can appear as in- 
adequate, and promote anticipation of a further 
change in the same direction. This can lead to an 
inversion of effects (increased investments when 
the discount rate is raised, and vice versa). A 
drastic raising of the discount rate — in possible 
combination with a liquidity crisis — can lead to 
very quick investment reactions, partly as a result 
of an expectation of lower interest rates in the 
future. It is also clear that the pattern of reaction 
will depend to a large extent on the current eco- 
nomic situation. The sensitivity of investments to 
credit squeezes will be greater towards the end of 
a boom, when profit margins are threatened and a 
certain excess capacity has been built up in various 
branches, than in the first phase of an upswing. 
It is this marked variability in the lag structure, 
determined by the prevailing economic policy and 
by the variations in the economic situation, that 
makes econometric analysis in this field so hazard- 
ous. When using this method of analysis we are 
forced to adopt the fiction that the pattern of 
reactions to economic measures is more or less 
stable both within cycles and over the long run. 

The circumstance that the effects of economic 
action are distributed over a considerable period of 
time, perhaps over 1—2 years, entails a further se- 
rious complication. It is often impossible to study 
relations of cause and effect, when the effects have 
had time, in the periods with which we are dealing, 
to influence the causes. Changes in investment ex- 
penditure, caused by monetary action, have time, 
for instance, to produce changes in demand, in 
profits and in prospective profits, and thus also in 
the liquidity situation, which will result in new 
effects on investments, effects that only very second- 
arily and indirectly have to do with the original 
measures introduced. This means that the econo- 
mist is quite unable to isolate simple relationships 
of cause and effect, and is forced to work with 
models of the mutual interdependence between fac- 
tors within the national economy. Modern mone- 
tary theory is thus to a large extent integrated with 
general production, demand and business cycle 
theory. 


Can we improve our monetary policy? 


One’s first reaction to the above list of all the com- 
plications that arise in a consideration of the actual 
and possible effects of monetary action is likely to 
be a sort of desperate scepticism. Anyone claiming 
definite knowledge of the results of action in a 
given situation is either ignorant of the facts or is 
in some position of political responsibility, e. g., 
as governor of a central bank, and is therefore 
forced to adopt a definite attitude or make a de- 
cision on inadequate grounds. Among economists 
one finds — as was mentioned in the introduction 
— a widespread and well-founded disbelief in the 
efficacy of monetary action, now that the ex- 
periences of the 1950s have been more closely ana- 
lysed. 

Here I would like, in conclusion, to add my per- 
sonal opinion that there is, in spite of everything, 
room for a certain optimism as to the potential use- 
fulness of monetary action. The difficulties encoun- 
tered in the business cycle forecasting and in the 
analysis of the effects of monetary policy are by no 
means absolute. They are relative to the economic 
situation of the country — which can be compara- 
tively difficult or easy to interpret — and to the 
degree of ambition as to the targets of monetary 
policy. In a clearly inflationary boom period, it need 
not be difficult to accept a restrictive monetary pol- 
icy that, properly enforced, should have a rapid 
dampening effect. Our ignorance of its exact effects 
over time does not necessarily mean that it is point- 
less to take such measures. Nor is it a very great 
tragedy if the econometricians cannot afterwards 
determine any significant effects of the monetary 
policy adopted. In situations of this kind we should 
thus have no difficulty in deciding the direction in 
which monetary policy should aim. 

The question of how forceful economic policy 
should be is a matter of judgement, and must, for 
reasons discussed above, be decided on very inade- 
quate grounds. It can, as has been said, be very 
dangerous to feel one’s way along. There are of 
course situations with conflicting tendencies that 
are particularly difficult to judge, and which give 
ample opportunity for errors in policy. In such 
situations, the time lags can have very disturbing 
effects. This is particularly true at the turning- 
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points of the cycles, which as a rule are not observed 
until afterwards. But we can perhaps iook forward 
to better and prompter statistical information, to 
more penetrating analyses of the current situation, 
and — why not — to less superstition and more 
enlightenment in the politics surrounding the cen- 
tral bank, all of which would improve our chances 
of a successful monetary policy. 

A certain cause for optimism can also be found 
if one studies the actual policies carried out in 
different countries. First of all, it does not require 
much imagination to conceive much worse mone- 
tary policies than have actually been adopted in 
different countries during the 1950s. One could, 
for instance, imagine a continuation of the purely 
passive policy of the 1940s, or an active deflationary 
policy of the type used during the crises of 1920 and 
1929. In both the U. S. and England monetary 
policy has aimed in an admirable manner at flexi- 
bility — at dampening effects during boom periods 
and at stimulative effects during recessive periods. 
Even the criticism made of American policy, for 
being too restrictive in 1956—57 and applying the 
brakes too early in 1958, and of English policy for 
its recurrent raising of the Bank rate every time 
foreign exchange difficulties were experienced, and 
for its lack of space to manoeuvre in tight foreign 
exchange situations, can be interpreted as signs of 
an immanent optimism implying possibilities of 
better judgement on the part of those responsible. 

It is always difficult to make comparisons be- 
tween different countries because of differences 
in political and institutional conditions and tradi- 
tions, and, of course, because of the different types 
of economic situation that prevail. There may, 
however, be reasons for the view that the mone- 
tary policies carried out in for instance Holland 
and Western Germany have been more effective 
than corresponding policies in the United King- 
dom or Sweden. In what way such a view may be 
considered reasonable depends upon what criteria 
are used. In the German case one may pay atten- 
tion to good results (relatively stable prices and 
rapid economic growth); in the case of Holland 
importance may be attached to a conspicuous busi- 
ness cycle flexibility in the monetary policy. 

It must be observed that value judgements of 
policies carried out in various countries may not 
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be open to comparison. Swedish monetary policy 
aims not only at achieving a certain stability, but 
also at assisting fiscal and social policy, by bringing 
about a particular type of credit distribution be- 
tween branches of activity and by giving priority 
to certain particular fields of investment. One 
finds less of this type of policy in the U. S. for 
instance; there the stabilization policies tend to let 
the forces inherent in the markets find their own 
level. In Sweden, on the other hand, the aim is 
largely to steer or to suppress these forces. It is 
therefore not necessarily true that a policy that 
periodically leads to poorly functioning credit and 
capital markets (with much credit rationing) is in 
every respect to be deplored, since the creation of 
“credit stop situations” has become a sort of means 
of monetary policy. From an American or Swiss 
point of view, one would naturally regard such 
effects as signs of a badly-managed policy. The 
economist, however, should try to avoid value 
judgements of this kind, and concentrate his atten- 
tion on the final results of the means employed, 
i. e. on the effects on business stability, price de- 
velopment, rate of growth, and the foreign ex- 
change situation. It is on such a basis that one 
might be justified in maintaining for instance that 
the relative stability of the German and Swiss 
economic development and prices during the 1950s 
can be viewed as signs of a relatively successful 
economic policy. But even at this level a compari- 
son would be unjust. The conditions for monetary 
action can have been much more favourable in 
Germany and Switzerland than in Sweden, for 
instance, or the good results may have been due 
to factors that have nothing to do with actual 
monetary policy. 

It is difficult to be objective when comparing 
the economic policies of different countries, while 
it is all too easy to make unfounded and sweeping 
judgements. What such comparisons should be 
able to give are ideas for the improvement of the 
policies of one’s own country. An important posi- 
tive quality in monetary policy is its flexibility. It 
is possible to experiment more than is the case 
with fiscal policy, to feel one’s way, and to correct 
mistakes as one goes along — although the time 
lags mentioned above can cause serious compli- 
cations here. In recent years we have been re- 
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minded of the need of coordinating monetary 
measures internationally. With full currency con- 
vertibility, international capital movements are a 
continual complication in internal programmes of 
stabilization. They can reduce the amount of space 
that individual countries have to manoeuvre in, 
and in certain cases they set very strict limits to 
experiment. But this is not a general rule. In many 
cases, a restrictive monetary policy can be neces- 
sitated by disturbances in both internal and exter- 
nal balance. In others, one can count on plenty of 
space for a flexible natienal policy if and when 
business cycles are approximately synchronised 
internationally. 

At all events, the question of achieving an im- 
proved international coordination of monetary 


measures is of basic importance, particularly in 
view of the difficulties encountered in recent years 
in America, England and Germany. Here, too, 
there is reason to hope that monetary policies 
will produce better results in the future than they 
have in the period 1958—61. An analysis of this 
period suggests that the conditions for monetary 
policy as regards the international currency situa- 
tion were rather unfavourable. If and when these 
conditions improve — with the help of more cor- 
rect exchange rates and a better distribution as 
between countries of capital export and interna- 
tional aid — there should also be more room for 
more determined experiments in monetary policy 
in the various countries than has been the case in 
recent years. 


QuarRTERLy Review. OcToBER 1961 


109 


HOW CAN WE HELP 
THE UNDER-DEVELOPED COUNTRIES? 


BY ULRICH HERZ 


The debate on Sweden’s aid to under-developed 
countries has not been going on all that long, but 
it seems already to have entered its second stage, 
in that declarations of a general character have 
given way to arguments conducted in more tech- 
nical terms. 

In the first stage of the debate, when arguments 
as to our aims still predominated, a division into 
“utopians” and “realists” could perhaps be dis- 
cerned as regards opinion on the suitable rate of 
the generally desired increase in Swedish efforts. 
The “realists” who politically were mainly, al- 
though by no means exclusively, in the Conserva- 
tive camp, warned against overestimating the wil- 
lingness of the Swedish people to make any very 
substantial sacrifices. Politically and psychologically 
they thought it wisest to increase aid in doses per- 
haps not homeopathic but certainly very small. 
There was also a suggestion, more or less clearly 
justified, that aid was perhaps not really a matter 
for political decisions, but that it should be a con- 
sequence of a resulting general economic policy 
and its resulting commercial development, in con- 
junction with more or less spontaneous movements 
of capital. 

The “utopians”, who as a rule were perhaps 
politically more to the Left, had no such fears as 
to the inertia of the people. They were eager to 
fix a quantitative target that would have a cer- 
tain symbolic power, and which would be a spur 
to a more active forming of opinion. With this 
objective in view, they quickly accepted the “one 
percent rule” — by which total aid should amount 
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to one percent of the national income of the “rich” 
countries — that had arisen in the international 
debate. The “utopians” viewed aid primarily as a 
definite sum that the Swedish people would agree, 
by a political decision, to “give up” for the 
under-developed countries. 

The division into “realists” and “utopians” did 
not follow any strict party lines. Differences in 
age also seem to have played an important role, 
and the party youth organisations all adopted a 
more “utopian” and activist attitude than their 
parent bodies. 

In so far as both attitudes involved a hypothesis 
as to what sort of increase popular opinion would 
make possible in the immediate future, the “utopi- 
ans” must be said to have shown the more “real- 
istic’ judgement. The surprisingly positive result 
of the 1961 “Sweden Helps” collection can be 
taken as symptomatic, as can the great amount of 
activity shown by several of the big organisations, 
not only by their own collections of donations but 
by their determined declarations of opinion and 
even a certain exercise of political pressure. The 
Swedish Riksdag was more and more criticised 
for dragging behind popular opinion in this re- 
spect. 

The one percent rule, which in the meantime 
had been expressly adopted as a general standard 
by the General Assembly of the U.N. (with 
Sweden voting in favour of the resolution), soon 
showed that it did have a certain symbolic power. 
One percent of the Swedish national income would 
amount to Kr. 600—700 million, and we are 
clearly a very long way indeed from such a target. 
As a more immediate target it has therefore been 
suggested that we take the one percent rule as 
meaning, to begin with, one percent of state ex- 
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penditure, which in Sweden would give a sum of 
about Kr. 165 million. This is certainly a politi- 
cally possible target. 

The state of popular opinion at the moment is 
probably such that it would give both a psycho- 
logical and a political basis for a considerable in- 
crease in direct Swedish aid (aid visible in the 
Budget). Professor Myrdal speaks in his publica- 
tion “‘Problemet Sverige Hjalper” of the time 
shortly to come when Swedish aid will “be finan- 
cially on the same level as the medium-sized ex- 
penditure complexes in our Budget”. He goes on 
to speak of “many hundreds of millions”, and 
would thus seem to envisage sums comparable 
with our grants to housing, or to state hospitals, 
to mention a couple of examples off hand. 

So far as “willingness” is concerned, the margin 
in the next few years should thus be wide enough. 
Aid to under-developed countries seems politically 
to have become very much a matter of “noblesse 
oblige’, with a suggestion of competition between 
the different parties, so that the prospects of a 
rapid rise in expenditure would seem favourable. 
Discussion in the future will probably concern not 
so much the amount we are willing to sacrifice 
as what concrete forms our contribution can take. 
It also seems to have been agreed in principle 
that a considerable proportion of our total aid 
must be given via the Budget, at least for the 
present. The division into “realists” and “utopi- 
ans” has thus lost its relevance. 

We must, however, reckon on bottlenecks oc- 
curring where we least expect them, and we must 
expect to find increasing difficulty in selecting 
suitable forms and technical instruments with 
which to realise any plans for large increases in 
expenditure. 

This may seem a paradox, and it reminds us of 
the stock comedy theme of the millionaire who 
tries to get rid of his money, but who fails miser- 
ably because it always comes back to him. Would 
it really be so difficult, technically, to give, e. g., 
one percent of our national income to the under- 
developed countries if we really tried? 

At present, at any rate, we are clearly not tech- 
nically prepared for the increase in aid that we 
feel politically and psychologically mature enough 
to offer. One of the functions of the commission 


appointed this spring was to decide on and study 
the terms and forms of such an increase in aid, 
and this is certainly not as easy as it may seem at 
first sight. 

An indication of the sort of questions that will 
arise was given when the present Riksdag dis- 
cussed the aid grant under the third section of the 
National Budget. A majority of Social Democrats 
and Conservatives (strangely enough, the voting 
went strictly after party lines in this case) ac- 
cepted a sum roughly Kr. 10 million lower than 
had been urged in motions by the Liberals and 
the Centre Party. (Formally, the sum was Kr. 20 
million lower, but for about 10 million the differ- 
ence was only fictitious.) 

The Funds granted by the Riksdag under the 
third section of the Budget amounted to about Kr. 
40 million. To get a measure of total Swedish aid 
of a budgetary nature, there must be added the 
Kr. 11 million assigned from this year’s Budget as 
a capital contribution to the International Devel- 
opment Association, in accordance with a five- 
year commitment. This contribution is in the form 
of a “soft” loan. Repayment is uncertain, and the 
entire sum has therefore been written off in the 
Operating Budget, and included in the Capital 
Budget with a value of nil. With a little generosity, 
one can add to these two main items an “invisible” 
sum of Kr. 15—20 million, corresponding to re- 
funded income from interest on our contributions 
to the International Monetary Fund and the 
World Bank. This gives a total of Kr. 65—70 
million, which is less than half of the more modest 
of our alternative targets. 

The explanation for the smallness of this sum, 
in spite of the generally declared willingness to 
increase our foreign aid, is to be principally sought 
in the current fiscal situation. The Minister of 
Finance judged, rightly or wrongly, that there was 
no room for a much larger grant within the frame- 
work of our estimated state revenues. An increase 
in taxes for this special purpose was considered 
“at the present time” neither possible nor desira- 
ble, politically. Less superficially, the constraint 
that the Minister considered imposed on him was 
of course due to the traditional manner of con- 
structing the Swedish Budget, by which a large 
increase in a certain item of expenditure cannot 
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be balanced by a decrease in other expenditure 
(no items in our Budget have this degree of toler- 
ance), but can only be financed either by tax in- 
creases or, if the economic situation permits, by 
underbalancing the Budget. The preconditions for 
the latter method were, at the time, not prevailing. 

The struggle over the Kr. 10 million was, how- 
ever, naturally not dictated by any such general 
considerations of fiscal policy. The sum was far 
too small for that. The general reason given for 
the majority’s acceptance of a lesser figure was 
— over and above more specific reasons with re- 
gard to certain individual items — that grants 
should not be increased out of proportion to our 
ability, at a national and an international level, 
to plan and prepare concrete programmes of aid. 
It would only discredit our purpose if we granted 
money for projects that were inadequately con- 
ceived and imperfectly prepared. It was also 
maintained by the majority that the margin for 
aid in a little country like Sweden was necessarily 
slight because — as aid must be given not in 
money but in goods and services — the supply of 
exportable assets was strictly limited. 

Whether such arguments are to be regarded as 
rationalisations of a disinclination to greater sacri- 
fice, or whether they are to be considered as the 
subjectively honest expression of, in essence, well- 
founded doubts, is a matter of opinion that can- 
not be entirely disassociated from political judge- 
ments. It is, however, only to be expected that 
certain practical and “technical” difficulties 
should assert themselves when foreign aid passes 
a certain threshold of size. Without considering in 
any more detail the arguments adduced in the 
debate, I shall present here certain points of view 
on the forms for Swedish aid to under-developed 
countries. The object is not to make any com- 
parative evaluation of the different forms of aid 
that are theoretically or practically conceivable, 
but merely to underline some of the problems 
connected with the different alternatives. My aim 
is to study what is possible rather than what is 
desirable. For the purposes of this study, I have 
disregarded almost completely the possible prefer- 
ences of the recipient countries for one or another 
form of help. I have also adopted the premiss that 
we “want” to give a considerable amount of aid, 


up to, say, one percent of the national income. 
What “technical” ability have we to realise such 
an intention, and what are the difficulties we shall 
encounter? 

Before studying the different forms of expendi- 
ture in any more detail, we should perhaps con- 
sider capital exports from two general points of 
view, namely a) as concerns the relation between 
“monetary” and “real” aid and b) as concerns the 
effect on the balance of payments of the donating 
country. The two problems are naturally closely 
connected — one can say that they are two mani- 
festations of one and the same problem. 

Every krona that is loaned or given to a foreign 
country, whether by the state or by private enter- 
prise, represents a claim to one of three types of 
Swedish asset, namely, Swedish goods, Swedish 
services, or foreign currency in Swedish ownership. 
There is thus no form of “monetary” aid that does 
not have a “real” aspect of this kind. The break- 
down of claims into these three types of asset will 
depend on the nature of the loan or gift and the 
period of time one is considering. A loan, for in- 
stance, can be “tied”, and used only for the 
purchase of Swedish goods. Alternatively, a loan 
can be given in gold or dollars, like some of our 
contributions to the World Bank. Finally, aid can 
be given in the form of Swedish experts, and, in 
the short run, this burdens neither our export of 
goods nor our currency reserves. In the long run, 
however, it can have an influence in both these 
respects. Naturally, these three cases seldom occur 
in reality in any pure form, and as a rule a loan 
or a gift will give rise to claims on all three types 
of asset. 

One can thus say — and this is something of a 
platitude — that our ability to help is limited to 
our supply of goods, labour and foreign currency. 
In actual fact, it is still more limited. It is clear 
that only certain particular qualities of goods and 
service are exportable. It would, for instance, be 
out of the question for us to export Swedish un- 
skilled labour to Asia or Africa (except possibly 
as members of a peace corps of the Kennedy 
pattern), The export of services should be mainly 
restricted to experts and specially trained workers. 
The same is true of goods. Only a limited assort- 
ment of goods can be considered for export to the 
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under-developed countries. Demand will mainly 
be for our traditional export goods, although for 
obvious reasons less for the raw material type of 
product than for finished products of a capital 
goods nature, primarily engineering products and 
possibly in the long run also the more finished 
forest products. Agricultural products, on the other 
hand, are not likely to be exported to the under- 
developed countries with any regularity in the 
foreseeable, although the export of foodstuffs can 
come into the picture in connection with more 
special short-term aid programmes. 

The main field for Swedish gifts and loans thus 
remains relatively limited “physically”, namely, to 
a small range of highly finished capital goods and 
an equally small or even smaller range of highly 
qualified labour. But, our supply of both these 
types of capital can, of course, be increased by 
saving. The idea of a “vicarious saving” in Sweden 
for the account of the under-developed countries 
is not unreasonable. It would not be too difficult 
to bring about such a saving by fiscal means. The 
sum required would be obtained by taxation in a 
form — e. g., as a purchase tax — that could be 
expected to put a corresponding brake on con- 
sumer demand at home. The sum “saved” would 
be used to increase the Swedish production of 
capital goods and to train high-grade labour. 
These savings would be placed at the disposal of 
under-developed countries either as loans or gifts. 
By such an arrangement, the “physical” scope of 
Swedish aid would be extended. 

The latter part of such a procedure, on the 
other hand, presents certain difficulties in an 
economy that is not centrally directed. The actual 
increasing of saving — the pressing down of the 
consumption that would otherwise have occurred 
— can easily be arranged by the Government. If 
the political parties agree on the aim to be 
achieved, and if the general public is properly in- 
formed on what is being done, such saving need 
not be interpreted as “forced saving” but as a 
natural form for the aid we have decided on in 
due democratic order. As the English economist 
Frederic Benham has recently pointed out, it is 
first necessary radically to come to grips with the 
belief firmly held in certain quarters that help 
should be given in a form that involves no restric- 


tion in the real resources of the donating country. 
In this respect, statements to the effect that “we 
help the under-developed countries best by in- 
creasing our imports of their goods” and so on 
can, while perfectly reasonable in themselves, have 
a very unfortunate psychological effect, in that 
they tend to give a vision of a form of aid that 
provides immediate advantages to both parties, 
but which nobody really has to pay for. An ex- 
ample of this way of thinking is the proposal that 
we should best help the under-developed countries 
by increasing our consumption of cocoa and 
coffee — thus surrendering ourselves to vices as 
innocent as they are pleasant for the sake of the 
poor peoples. This sort of “charity bazaar’ psy- 
chology can, if applied to global conditions, com- 
pletely sabotage any aid programme. But even 
quite serious statements on trade as the best form 
of aid can be dangerously ambiguous. There is 
certainly a lot of wisdom in Gunnar Myrdal’s 
constant appeal always to make a perfectly clear 
distinction between “aid and business”. This must 
naturally not prevent us from pursuing an eco- 
nomic policy that facilitates the under-developed 
countries’ export to our markets. 

The step from saving to the formation of real 
capital is, however, by no means as easy in an 
economy of our type, where it is a question not of 
public but of private investments. The training of 
experts for “export” can of course take place under 
state control, but the situation as regards the 
production of capital goods is quite different. What 
can be done by state bodies to effect a capital ex- 
port of this sort? 


I. State orders for capital goods 


A method that is practised to a large extent in the 
U.S. is for the state to purchase capital goods 
from industry with tax revenues, and to place 
these goods at the disposal of under-developed 
countries. This system has naturally been used 
mainly for military aid. But here we see at once 
the limitations of the method. These deliveries of 
military supplies are after all the result of bilateral 
agreements, the main purpose of which is other 
than purely economic. The composition of the 
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deliveries is therefore determined by military con- 
siderations. 

To a certain extent such a system can also be 
applied in the civilian sector, and it has been so 
applied, again mainly in the relations between the 
U.S. and certain under-developed countries. (The 
fact that the Soviet Union practises the same 
method is irrelevant in this connection, since the 
Soviet economy is centrally directed.) When the 
U.S. “donates” a steel plant to India or “finances” 
the building of a dam in Thailand, it means (with 
a certain simplification of a procedure in which a 
number of semi-state institutions are involved) 
that the federal government orders certain equip- 
ment from American industry, pays for it with 
taxes and exports it to the country in question. 

There is no reason why such a method should 
not also be practised by Sweden in her relations 
with certain under-developed countries. At the 
moment, we have at least one such project under 
way, namely, the building of a power station in 
Pakistan. On the whole, however, this form of 
direct capital help, with the Swedish state as 
“middleman”, has hardly been tried. Even so it 
should be a suitable one for us as our engineering 
products include a great deal of heavy equipment 
that could be put to good use in state or semi- 
state investment projects in these countries. There 
is, without a doubt, room here for an increase in 
the Swedish aid programme. We need _ hardly 
mention that a capital export in this form would 
at the same time mean a considerable export of 
Swedish “know-how” to the under-developed 
countries. In fact, this aspect of our capital aid 
would probably in the long run be the most im- 
portant from the point of view of the receiver 
country. (Cf. Professor Ingvar Svennilson’s article 
in the SNS publication “Mer om U-landerna’”’). 

The system, however, has certain obvious dis- 
advantages. It would certainly cause political 
criticism in both the giver and the receiver coun- 
tries if capital aid mainly took the form of such 
a “traffic of orders’, with the governments as 
middlemen. In the long run we prefer a situation 
in which the demand is not only, and perhaps not 
even primarily, from the government of the re- 
ceiver country, for the purpose of certain public 
investments, but from the receiver country’s market 


for purposes that include investments in private 
enterprise. On the other hand, we must accept the 
fact that in the under-developed countries the def- 
inition of public utilities is, and will remain, much 
wider than we are used to. Investments not only 
in communications, power supplies, and agricul- 
tural improvements etc, but also in e. g. mining 
and heavy industry will be made under the aegis 
of the state, and the governments of the receiver 
countries will therefore often be involved. 

However, the great weakness of this system from 
our point of view is, of course, that it preserves a 
bilateralism that we have no desire to encourage 
in the long run. The consistent application of the 
system would lay a grid of bilateral agreements (at 
government level) over world trade. From the 
point of view of the receiver countries, it would 
also restrict their freedom of choice, and give 
continual rise to fears of an improper, perhaps 
even politically coloured, dependence on the giver 
country. The system could be abused by the giver 
country, with disguised monopolistic aims, while 
the prospect of a sort of “competition” between 
the giver countries, expressed in enticing offers of 
bilateral (or rather unilateral) deliveries of capital, 
is not particularly inviting. 

From this point of view, one would prefer the 
opposite type of capital aid, in which the govern- 
ment of the giver country does not act as ““whole- 
saler” but only as middleman for the placing of 
financial capital at the free disposition of the re- 
ceiver country. This will of course mean the 
placing of currency (e. g. gold or dollars) at the 
disposal of the under-developed countries, either 
on a bilateral basis or via international organs like 
the World Bank, or IDA (or, e. g., some future 
organ similar in structure to the several times re- 


jected SUNFED). 


II. Pure currency loans 


Unlike other countries, Sweden has so far tried 
this form of capital export only on a multilateral 
basis. In our contributions to the international 
organisations for capital aid (it is to be noted 
that these organisations have so far concentrated 
mainly on the provision of loans on a_ purely 
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business basis), we have “kept well up with the 
running” and not hesitated to contribute the 
amounts recommended or proposed from case to 
case. We have never, however, attempted to take a 
leading réle. This is partly due to the increasingly 
common “quota praxis’ in the United Nations, 
which means that the contribution of the different 
states is fixed on a somewhat shifting basis of cal- 
culation as a certain percentage of the total sum 
that in each particular case appears to be a suita- 
ble synthesis between the desirable and the possible 
(the synthesis naturally being dictated rather by 
the possible than the desirable!). It is considered 
— on grounds of experience that it is impossible 
for the outsider to test or evaluate — that it is 
unwise to the point of impropriety for any country 
(apart from the U.S., which sets the standard in 
this respect) to break out of the quota system and 
start an independent policy of “overbidding” other 
countries. This argument was strongly emphasised 
in the debate we have mentioned in the Swedish 
Riksdag, particularly with respect to the proposal 
to increase our contribution to Special Funds. 
(Professor Myrdal, however, in his publication 
mentioned earlier, disagrees with this view and 
maintains that there is nothing to prevent us in- 
creasing our contributions to the international or- 
ganisations whenever we wish.) 

If one attempts to consider the implication — 
and thus the possibility — of unilateral Swedish 
capital aid in the “pure” currency form, i. e., with- 
out any obligation whatsoever to purchase Swedish 
goods or services, one is approaching a very com- 
plicated subject that cannot be studied even in 
outline in a short article and which must be a 
subject of further thorough study by the economic 
experts. We must content. ourselves here with a 
few summary suggestions, mainly in the form of 
a schematic outline of certain theoretical extremes 
between which the actual course of events can be 
presumed to run. 

It is naturally very easy to state that, if one has 
satisfactory foreign exchange reserves or an active 
current balance of payments with continually 
growing foreign exchange reserves as a result, 
then one can extend currency loans (with or with- 
out repayment) regardless of the degree to which 
the funds granted will or will not be used on 


Swedish goods and services. The funds that we 
place at the disposal of the international organisa- 
tions such as the World Bank naturally result only 
to an insignificant extent in demand for Swedish 
products and Swedish experts. We are perfectly 
well aware of this and do not consider it a barrier 
to our engagement in this form of aid. The ex- 
planation for this is, of course, that so far the sums 
concerned (e. g., disbursed and utilised credits to 
the World Bank of a total of maximum Kr. 100 
million over a 15-year period, Kr. 50 million to 
IDA over a 5-year period) have been from the 
point of view of our foreign exchange reserves if 
not negligible at least of only marginal importance, 
If we came up into loans of several hundreds of 
millions a year, an acute foreign exchange problem 
would naturally arise. 

The problem, however, must be judged more 
dynamically, i. e., we cannot merely ask ourselves 
whether we have sufficiently large foreign ex- 
change reserves to be able to grant this or that 
“monetary” loan. The question must be how our 
balance of payments will be affected by a continu- 
ous capital export in the form of more or less 
“soft” loans? No sort of answer can be given here. 
Any meaningful answer would have to be based 
on a large number of assumptions as to “other 
circumstances” and the special construction and 
terms of the particular loans. But it can be said at 
once that the scope for purely monetary loans of this 
type, either on a unilateral basis or through the 
international organisations, must be relatively 
small, particularly in view of the unfavourable 
foreign exchange situation in Sweden since the 
war. 

It is partly for this reason that it was, however, 
sometimes maintained in an earlier stage of dis- 
cussion — as already mentioned — that a neces- 
sary condition for the giving of effective Swedish 
capital aid is that we adopt such a general eco- 
nomic policy (trade policy, employment policy, 
wages policy, monetary policy, etc.) as to achieve 
a safer exports surplus. With such a policy being 
pursued, one can also assume that saving need not 
be via taxation, and that loans need not be from 
the state but could take the form of free move- 
ments of capital — although here one is ignoring 
such problems as a) the political risks of invest- 
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ments in the under-developed countries, and b) 
_ whether it would be suitable for loans exclusively 
to take the form of profitable investments in the 
under-developed countries by private enterprise. 

There is no doubt but that these theories contain 
a considerable amount of “truth”, or rather plain 
common sense. Like the majority of theories from 
the arsenal of economic liberalism, they have an 
undenied and undeniable validity in an economic 
system in which certain political and institutional 
conditions are fulfilled. But they can easily have 
the opposite effect to what is intended in a system 
where restrictions of all kinds actually exist. 

In the. present situation, the dogmatic main- 
tenance of such views would mean (a) that the 
question of aid was unnecessarily made a political 
issue (as full political or even theoretical agree- 
ment as to what such economic policy would reaily 
mean could never be reached), and (b) that the 
increasing of Swedish aid would be postponed to 
an indefinite date in the future. Arguments of this 
kind can also be interpreted too easily as more or 
less cynical attempts to rationalise an innate un- 
willingness to help, which would be unfortunate 
both from the point of view of our domestic 
politics (the business world would appear more 
“egoistic” and “profit-minded” than in fact it is) 
and for our psychological and political relations 
with the under-developed countries themselves, 
which in this respect are still strongly influenced 
by Communist ways of interpreting the motives 
and behaviour of the “capitalist” states.’ 


1 When discussing this sensitive subject, it seems to be 
articularly important to choose formulations that are 
bas from ambiguity and not conducive to unintended 
trains of thought. In a recent debate on Swedish aid to 
the under-developed countries, one of the forms proposed 
involved Sweden’s placing capital goods at the disposal 
of these countries, with payment for these Swedish de- 
liveries being effected with funds collected on a multi- 
lateral basis and put at the disposal of the under-devel- 
oped countries by the international organisations. This 
would naturally be an ideal programme for Sweden — 
seeing that it would mean excellent business for us. But 
it would undoubtedly be a little dangerous — for both 
our international reputation and our moral standing — 
if we declared our part of such an arrangement to be 
Swedish aid to the under-developed countries. Here, in- 
stead, we have reason to quote Gunnar Myrdal’s frank 
and, in its shocking opennes, healthy explanation, i. e., 
that the duty of businessmen is “quite simply to do busi- 
ness, and as good business as is possible within the bounds 
imposed by the law and decency while aid to the under- 
developed countries is a question of citizenship”. How- 
ever, the proposal mentioned can be interpreted favour- 


There is thus some reason, in spite of possible 
complications in the form of negative repercus- 
sions on the balance of payments, seriously to test 
and thoroughly to study the possibility of unilateral 
Swedish capital loans of a purely monetary nature. 
Other countries — although with a more favour- 
able balance of payments — have been much 
bolder and more full of initiative than Sweden. 
Even if there are many good arguments in favour 
of multilateralism rather than different forms of 
bilateralism, it must be stressed that the majority 
of the political objections to this latter form of aid 
cease to apply if the loan is really given in an 
internationally usable currency, with no formal, 
real or moral obligation to “buy Swedish”. This 
has been the theoretical premiss for the reasoning 
in this section. 

To the extent that such currency loans? were 
financed by taxation, one would have, however, 
to be on the look out for a consequence that may 
not seem to be of economic importance during the 
to an increasing extent, “permanent” boom periods, 
but which would probably even so have a certain 
psychological and political importance. If the 
state takes over by taxation a proportion of our 
income that would otherwise have gone to con- 
sumption, and “gives it away” to under-developed 
countries in the form of currency that they can 
use as they please, it will introduce a “depressive” 
element into our national economy, since the 
“sterilised” purchasing power will not, by the 
terms of our premisses, “come back” in the form 
of increased demand for Swedish capital goods, as 
is normally the case when such forms of govern- 
ment-sponsored saving are adopted. In oversimpli- 
fied form, the situation can be expressed by say- 


ably if we take it to imply the following appeal to 
Swedish businessmen: Let us produce capital goods so 
excellent and so competitive that it will be advantageous 
for the under-developed countries to “buy Swedish” 
with their loans from the World Bank or IDA. We 
should, of course, be perfectly free to place the profit 
thereby gained by Swedish industry at the disposal of 
the under-developed countries, either as a loan or a gift! 

2 Since Swedish currency is convertible, it obviously 
makes no difference whether the loan is formally made 
available in gold/dollars or in Swedish kronor. The ef- 
fects on the balance of payments will be the same. The 
receiver country converts the kronor into international 
currency and our currency situation (= supply of/demand 
for Swedish kronor) will be the same as if we had taken 
the money from our foreign exchange reserves. 
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ing that “the money goes out of the country” 
without any form of compensation, and with a 
threat to employment. Even if, as pointed out 
above, awareness that capital aid entails a sacri- 
fice on the part of the Swedish people must be 
expressly awakened and kept alive, it could still 
be unwise to allow possible misinterpretation (with 
a kernel of truth) on such a sensitive point as the 
prospects of maintaining full employment. One 
can dare to say that Swedish opinion is more 
prepared to accept a safe cut in consumption (i. ¢., 
a cut in the otherwise “normal” increase) than a 
possible negative effect on employment. To avoid 
misunderstanding, it should be pointed out’ that 
this is a rather short-term “static” argument. In 
actual fact, it should be possible to conduct eco- 
nomic policy in such a way that the consequence 
of the currency loan will be increased exports and 
/or decreased imports. One can, however, run the 
risk that a recession caused by another factor 
might be interpreted as being a result of the capital 
export. 


III. “Mixed” aid 


Assuming that the two extreme forms of Swedish 
aid described — the placing of government orders 
for capital goods and currency loans with absolutely 
no strings attached — both have their limitations 
and disadvantages (although in the opinion of the 
writer both should be tried out), we can take 
it that the emphasis in Swedish foreign aid — 
still assuming a large increase in such aid — will 
be on a combination of these two, a sort of “middle 
way. This will probably also mean a more even 
distribution of initiative and responsibility between 
the state and private enterprise than has been as- 
sumed in the above description of the two extreme 
forms of aid, where the state had the entire initi- 
ative, in that it was supposed that aid would be 
completely financed by taxation. 

The “happy medium” of the different varieties 
of “mixed” aid implies, using the words of Myr- 
dal, our endeavouring to attain such a combina- 
tion of “business and aid” that the state answers 
for the “beneficent element’, while business deals 
with the provision of real productive resources of 


the best quality. To express it in another way, the 
state takes the initiative necessary for immediate 
aid, but this aid is at the same time given to the 
greatest possible degree, a long-term formulation 
designed to lay the foundation for the general and 
mutual improvement of living standards that we 
believe to be a function of international free trade 
and the resulting division of labour. 

The main forms of aid that can come into 
question are as follows: 


a) state subsidization of exports of goods to the 
under-developed countries 

b) state subsidization of private Swedish invest- 
ments of real capital in the under-developed 
countries 

c) state subsidization of private Swedish mone- 
tary investments in the under-developed 
countries. 


The export of “know-how”, important as it is, 
is taken to be included under b). The possibility 
of a more independent Swedish export of “know- 
how” is, however, dealt with very briefly below. 

It may seem shocking to speak expressly of state 
subsidization in the above. Many would prefer a 
formulation in which it was demanded that the 
state facilitate capital exports in the forms men- 
tioned by removing the hindrances that remain 
against free capital movements. Such demands are 
certainly justified, and there is every reason to 
repeat them until a change is brought about. But 
we must be realistic, and admit that a policy merely 
favouring exports and foreign investments will not 
result in an increase in aid of the size we have 
premissed for this discussion. The material ob- 
stacles are too great. Particularly in the case of 
movements of private capital, the experiences of 
other countries, with in some cases more liberal 
regulations and a more benevolent attitude on the 
part of the authorities, have shown that it is very 
difficult to keep them at a stable high level. In 
actual fact, movements of private capital have been 
steadily decreasing in importance since the war. 
It is, in other words, not enough to facilitate “busi- 
ness”. There must be a real combination of aid 
and business, which does not discredit Myrdal’s 
demand that we should distinguish between the 
two. The word “subsidization” has been purposely 
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chosen to mark that the proposed forms of capital 
aid have a “beneficent” element, and that it is 
_ properly the state (and not private enterprise) that 
is responsible for this part of the programme. 

This combination of aid and business, and the 
cooperation between the state and private enter- 
prise that the system presupposes, obviously con- 
tain certain delicate points. The very word “sub- 
sidization” has an unpleasant flavour in the world 
of business, while the government, on the other 
hand, must be very careful not to adopt a policy 
that involves the subsidizing of some firms to the 
exclusion of others. State loans to specific private 
investments projects or to export campaigns should 
be the exception. Subsidies should as far as pos- 
sible be of a general nature. We cannot discuss 
here in detail the different forms such a subsidizing 
could take, but must be content with a simple list. 
The different alternatives are no doubt being 
studied very closely by the Swedish Commission on 
Aid to Under-developed Countries. 

In the case of exports of goods, mainly capital 
goods, it is obviously export credits and export 
guarantees that first come into the picture. There 
is clear evidence that the under-developed coun- 
tries consider they need longer credit than is usu- 
ally extended at present. : 

In the case of direct or real private capital in- 
vestments, the main object of “beneficent” atten- 
tion can be and should be the taxation problem. 
From certain viewpoints, agreements on the avoid- 
ance of double taxation are in the nature of in- 
vestments subsidies. The border between this form 
of capital aid and, e. g., tied loans is very fluid. 

Finally, in the case of private monetary invest- 
ments in the under-developed countries, the re- 
quired form of aid would seem to be state guaran- 
tees aimed at lessening or removing the risks. How 
such a guarantee system should be framed — 
whether, for instance, it should take the form of 
pure insurance, and whether guarantees should be 
given on a national or an international basis — 
are mainly technical questions, and should be 
_ more closely studied. Whatever solution is chosen, 
it is clear that it will cost money — tax money — 
if it really is to take effect (and is not designed 
merely to protect a few investments in the mar- 


gin). 


It is sometimes maintained, quite generally, that 
we in Sweden are “hard up for capital” and that 
our foreign aid should therefore be mainly in the 
form of “know-how”, e. g., the export of manage- 
ment, and similar expert services. There is con- 
ceived, for instance, a combination of Swedish 
technical knowledge and American or other foreign 
capital, roughly as in the LAMCO project. It 
cannot be denied that such a distribution of func- 
tion is in many cases well motivated, and that 
Sweden is, generally speaking, perhaps better 
equipped to provide “know-how” than other forms 
of capital exports. The possibility of such a com- 
bination of, e. g., “know-how” from one country 
and financial aid from another is also a strong 
argument for a multilateral organisation of capital 
aid, with the agents of the U.N. taking the re- 
sponsibility for working out the most suitable 
combination of national contributions. 

On the other hand, there is no reason to “ca- 
pitulate” to our lack of capital. If we also want to 
help with financial capital — or with real capital 
— we have, as has been pointed out above, al- 
ways the possibility of creating saving for this pur- 
pose, with the help of the state. This method has 
in any case the undeniable advantage that “we 
know what we are doing”, i. e., we can fix in 
millions of kronor the contribution we are giving. 
The more indirect forms of state “support” to 
capital exports often leave a certain lack of 
clarity as to what actually has happened — who 
has contributed what, and to what extent it has 
been a matter of aid or business. This lack of 
clarity, with the one body more or less waiting for 
and relying on the other, creates an atmosphere 
that gives far too much room for the smug feeling 
that we are all doing our best and that it must be 
the other’s fault if the results are not better. “Aid 
shall not be given in money, but in goods, services 
and currency — and these we are short of”. There 
are many who believe that they here have an 
alibi for continued passiveness. 

The “mixed” forms of aid proposed all have the 
advantage that they (with the possible exception 
of purely financial private capital loans, e. g., in 
the form of the acquisition of government bonds 
from the under-developed countries) prepare the 
way for normal trade connections between the 


118 SKANDINAVISKA BANKEN 


giver and the receiver countries, and thus for the 
mutual stimulus that is after all the final aim of 
foreign aid. A state loan of Swedish capital, for 
instance, in the form of export credits with inter- 
est concessions, can be expected not only to “sub- 
sidize” the current (credited) exports but also to 
stimulate trade between the two countries in the 
long run. State measures of this kind have, on the 
other hand, the weakness that there is no control 
over the use of the advantages potentially granted. 
The state has to rely on the forces of the market 
functioning, on the business sector “doing its bit”, 
which brings us once more to a psychologically 
rather dangerous lack of clarity in the distribution 
of réles. The state cannot force private enterprise 
to avail itself of the credit offered — and thus 
cannot determine the actual extent of the aid. 
But from more general considerations, we rightly 
value the state’s influence over the business sector 
not being excessively direct and having the nature 
of compulsion. 

All the mixed forms of aid mentioned naturally 
have the weakness that they involve an element of 
bilateralism in that they are designed to prepare 
the way for Swedish exports, and for Swedish 
capital investments. But the degree to which they 
carry an obligation to “buy Swedish” can vary, 
and it should be our general policy, within the 
framework of our foreign exchange situation, to 
make capital aid in its different forms as liberal 
as possible, i. e., so that the receiver country can 
avail itself of the convertibility of the krona to use 
Swedish money for the purchase of non-Swedish 


goods, too, if this in the particular case seems 
more commercially advantageous for the receiver 
country. It will be left to Swedish private enter- 
prise to see that this will happen only in excep- 
tional cases. ; 

Finally, it will merely be noted in parentheses 
that it will probably be wisest to give the “benefi- 
cent” elements the form of gifts rather than loans. 
It is common to adduce in favour of loans cer- 
tain psychological and pedagogical arguments 
taken from our own business ideology. We are ac- 
customed to point out that a loan forces the recip- 
ient to strict economy, to the careful calculation 
of the profitability of different projects, etc. This 
may be all very true, but experience shows that 
aid in the form of loans often makes a bad situ- 
ation worse by forcing the receiver countries to 
take up new loans in order to meet their interest 
and amortisation liabilities. These new loans have 
no connection with productive investments (either 
at a private or a national economic level) but are 
purely support loans. The final result will be 
financial setbacks that affect both the giver and 
the receiver country, and which can cause a lack 
of faith that harms even normal trade between the 
two countries. Gifts mean again that “we know 
what we are doing”. They are designed to counter 
the illusion (in the giver country) that one can 
help without it having to cost anything. This con- 
sideration should be a stronger argument than the 
in itself commendable ambition to foster the re- | 
ceiver countries, through granting them loans, te 
thrift and sound economic practice. 
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THE ECONOMIC SITUATION 


The international economic situation 


Current business conditions are more or less on the 
same level in all the Western economies. After the 
very uneven economic development from the spring 
of 1960 to the spring of 1961 — when the USA 
experienced a minor recession at the same time as 
the majority of West European countries were en- 
joying a continued boom — expansive tendencies 
are at present dominating in both the United States 
and Western Europe, output is rising in most sec- 
tors, unemployment is low and falling — in many 
places the situation on the labour market is, in 
fact, strained — and prices are going up in the 
majority of countries. However, the expansive forces 
seem to be weaker in Western Europe, where an 
uninterrupted upswing has prevailed since, at least, 
the spring of 1959, than in the USA, where the 
upturn is only six months old. 

The powerful recovery of the American 
economy can, to a great extent, be attributed to a 
favourable development of stocks. The contraction 
of stocks that took place last winter has now been 
succeeded by heavy stock accumulation. According 
to random samples, investments in stocks amounted 
to roughly $1,000 million during the third quar- 
ter. House-building and private consumption are 
other expanding demand components. The stimu- 
lation provided by these sectors is, furthermore, 
reinforced by an expansive government policy, 
with increased expenditure on defence being of 
particular importance. Production has, in conce- 
quence of the forceful and widespread growth of 
demand, risen sharply. The volume of industriai 
production is estimated to have increased by ap- 
proximately 3 per cent between the second and the 
third quarter, thus being about 5—6 per cent higher 
than during the corresponding period last year. 

The price level has remained practically un- 
changed since the autumn of 1960. During the 
summer months of 1961, a weak upwards tendency 


was noticeable. Between July, 1960, and July, 1961, 
the increase amounted to 1.4 per cent. 

The majority of West European countries 
have, after two years of uninterrupted boom con- 
ditions, reached the stage where a widespread 
shortage of labour constitutes a brake on the future 
development of production, where the heavy de- 
mand for manpower is giving rise to a growing 
wage drift, and where increasing costs and a con- 
tinued expansion of demand felt in most sectors 
are driving up prices. That phase of the business 
upswing when the price level was rather stable 
has thus been followed by a more inflationary 
phase. 

The level of prices (the consumer price index 
or its equivalent) has in most countries risen over 
the past year by 2.5 to 3 per cent, i. e., at an in- 
flationary rate that approximately corresponds to 
the annual average for Sweden during the whole 
of the post-war period. However, side by side with 
the expansive tendencies, symptoms of a recession 
can be observed in certain sectors. Such symptoms 
are to be found in the partial excess capacity that 
has resulted from the protracted investment boom 
and has, moreover, been reinforced by stock de- 
pletion. The weakening tendencies can, in part, be 
regarded as a consequence of the restrictive eco- 
nomic policy pursued in the majority of West Eu- 
ropean countries — and particularly in Great Bri- 
tain. 

In Western Germany the cost-of-living index rose 
during the first seven months of the year by roughly 
2 per cent. Activity is still at a very high level in 
some sectors but, seen as a whole, the development 
has been rather more balanced due to a certain 
relaxation of the pressure of demand. Incoming 
orders to industry, which during the first quarter 
of the current year were 7.3 per cent higher than 
during the corresponding months last year, were 
during the second quarter only 1 per cent above 
the 1960 level. Export orders were even lower dur- 
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ing the second quarter of this year than the second 
quarter of last year (close on 3 per cent). It is 
possible that this is a consequence of the revaluation 
of the D-mark this March. So far, however, neither 
imports nor exports appear to have been affected 
by this measure, as can be seen in the following 
table. 


Western Germany’s exports, imports, and changes in foreign 
exchange reserves 


Jan.—June ($ million) 1959 1960 1961 
BE POKts a eirscaicjeio/eraiealopsiavete: sinless 4,570 5,530 6,300 
WIM OUtS aps dees yee stern isain os ois 3,960 4,960 5,360 
Export surplus 610 570 940 

Changes in foreign exchange 
reserves of Bundesbank ....  — 500 + 990 + 90 


Industrial production in Western Germany has, 
during the past year, risen at a gradually slower 
pace. The rate of expansion during the first half 
of the present year can be observed in the following 
table (comparisons made with the corresponding 
months last year). 


March and April 
+ 7.9 per cent 


January and February May and June 


+ 10.5 per cent + 5.9 per cent 


The rate of increase between May—June, 1960, 
and the same months in 1961 is the lowest that 


Changes in certain countries’ consumer price indices, 


1957—61 
DK = Denmark S_ = Sweden 
F = France GB = Great Britain 
I =Italy US = United States 


D = Western Germany 


GMM 1958-59 
[355 1960 
(1961 


N. B. The index for 1957 (= 100) has 
been compared with the index for the 
last quarter of 1959 and 1960 and with 
the latest notation in 1961 (usually July). 


has been recorded for many years. In view of the 
declining flow of incoming orders during the spring 
and summer, the pace of growth of industrial pro- 
duction will no doubt be rather modest in the im- 
mediate future, too. 

A number of other West European countries at 
present find themselves in a situation similar to 
that obtaining in Western Germany. This is the 
case with, inter alia, The Netherlands, Denmark, 
Norway and Sweden, and to a certain extent Bel- 
gium, France and Italy, too. 

Of the countries dealt with in the above chart, 
France has obviously experienced the most powerful 
inflation since 1957. However, the price rise occur- 
red mainly during the years 1958 and 1959. The 
next biggest price increases have been in Sweden 
(even if we disregard the general sales tax), Den- 
mark, Great Britain, and Western Germany. The 
past year’s economic development in Great Britain 
shows both similarities and dissimilarities to the 
development in the rest of Western Europe. Price 
rises have been of approximately the same size as 
in Sweden and Western Germany, for instance. As 
in these latter and other countries, unemployment 
in Great Britain has been on a very low level — 
in certain sectors there has even been a consider- 
able shortage of labour. 

However, England has not experienced an in- 
vestment boom as pronounced as that of the ma- 
jority of other West European countries during the 
past two to three years, with increases in produc- 
tivity and capacity being consequently rather small. 
The limited growth in capacity is no doubt one of 
the reasons for the stagnation in production that 
set in during the spring of 1960, lasting until the 
early months of 1961 when, primarily, a favourable 
development of stocks and rising demand for dura- 
ble consumer goods led to a new upswing in pro- 
duction. As early as in July, however, the Govern- 


Great Britain’s exports, imports, and changes in foreign 
exchange reserves 


Jan.—June ($million) 1959 1960 1961 
Bante ite oceanic tee oe 4,770 5,310 5,460 
Imports; eran eee eee 5,390 6,290 6,380 
Import surplus 620 980 920 
Changes in foreign exchange 
TOSELVES Sane ee ete + 100 + 160 — 460 
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ment — with the objective of reducing the import 
surplus and halting the outflow of foreign exchange 
— took a number of restrictive measures, including 
raising the Bank Rate by 2 per cent from 5 per 
cent to 7 per cent, increasing indirect taxation by 
about 10 per cent, and imposing a wage freeze for 
the public sector. Furthermore, Great Britain uti- 
lized her drawing rights on the IMF by taking a 
loan of $1,500 million. These measures were thus 
resorted to under the pressure of increasingly 
serious foreign trade and exchange difficulties. It 
can be seen in the preceding table, which shows the 
British balance of trade and the changes in her 
foreign exchange reserves during the period Janu- 
ary—June the last three years, that the import sur- 
plus during the period January—June this year was 
somewhat smaller than during the same period last 
year. However, during the first six months of this 
year, a very heavy drain on the foreign exchange 
reserves was recorded, mainly in the form of “hot” 
money. The increases in the reserves during the 
previous periods (January—June, 1959 and 1960) 
are, to a large extent, also due to movements of 
short-term capital. 

During August and September Great Britain’s 
foreign exchange situation improved appreciably. 
The influx was, however, mainly in the form of 
short-term capital movements. So as to counteract 
such speculative investments, the Government re- 
duced the Bank Rate by one-half per cent on the 
5th of October. 

In view of the rather unstable domestic eco- 
nomic situation, the effect of the restrictive meas- 
ures on the development in the immediate future 
is highly uncertain. The steep increase in the 
Bank Rate can, for example, be expected to have 
a marked influence on investments, particularly 
on housing and other long-term investments. But 
stock investments also seem to have reacted to the 
tightening-up of the situation on the credit market. 


The economic situation in Sweden 


The Swedish economy is still going through a 
period of pronounced expansion. Industrial pro- 
duction has continued to rise, while unemployment 
has been brought down to an extremely low level. 
The rate of growth of foreign trade is, it is true, 
not so high as in the beginning of the upswing, 


but increases are still noted — primarily with re- 
gard to exports. 

However, the development is no longer so uni- 
form as was the case, e. g., a year ago. Together 
with the — still dominating — expansive tenden- 
cies, certain sectors are experiencing weakening de- 
mand and growing surplus capacity — this is so 
in, e. g., some branches of the forest products in- 
dustry and iron and steel works. 

From the viewpoint of economic policy, current 
conditions are characterised by a “favourable” bud- 
get development — the fiscal year recently termi- 
nated gave a surplus on the Total Budget for the 
first time in the past nine years — and by an 
extremely strained situation on the credit market. 

Considering the above-mentioned surplus capa- 
city and slackening demand, it is possible that the 
economic situation is‘at present more unstable than 
it was a year or so ago, i. e., depressive impulses 
now have more chance of influencing the course 
of development than during the first phase of the 
upswing, which was borne up by a more widespread 
and more powerfully expanding demand. 


Production and investments 


The upturn of the past two years has in many re- 
spects been characterised by a brisker rate of ex- 
pansion than that experienced during the upturn 
that started in 1953/54. This particularly applies 
to industrial production and investments. 

The annual average rate of growth for industrial 
production during the recent upswing is between 
4.5 and 5 per cent, i. e., about 1 per cent higher 
than during the previous boom of 1954/57 (the 
reason for the two alternatives is to be found in 
an arbitrary selection of the beginning and end of 
the periods). 

The latest available figures of industrial produc- 
tion indicate, however, a slackening in the pace of 
growth. This can be seen in the following table, 

Percentage changes from corre- 
sponding period in previous year 
1960 1961 


Weorit dr iyi <r Jobe 

Aug. 

All industry ........ +8 +8 47 4+4 +645 +3 
Of which: 

Capital goodsind... +8 +8 +8 +7 +84+4+745 

Consumer goods ind. +7 +7 +3 +1 +3 +1441 


The rate of growth of industrial production, 1952—61 
(1935 = 100) 


o Annual average + Quarterly average 
Source: The Federation of Swedish Industries 


Leal T T T T ri 


Trend= +4,5—5,0% 


Trend=+3,5—4,0% 


1 et ee ee eh 
1956 1958 1960 


1954 


which shows the percentage rises in the volume of 
industrial production with comparisons being made 
with the corresponding periods in the previous year. 

Such a falling-off in the pace of the boom is 
quite a natural phenomenon. The rate of expansion 
is, of course, normally highest during the first part 
of the recovery. This development exhibits the same 
pattern as during the 1953/56 cycle. After a very 
powerful upswing from the autumn of 1954, lasting 
for just over one year, there was a period with a 
calmer rate of expansion. 

A very high level of activity is still prevailing 
in most parts of the capital goods industry. This 
is particularly the case with the engineering in- 
dustry (excluding the shipyards), where capacity 
is being fully utilized and where the order books 
are, in some sectors, lengthening. The very steep 
rise in personal incomes, which is and will be taking 
place as a consequence of, primarily, the dissolution 
of pension funds arising from the introduction of 
the new pension scheme as well as a forceful wage 
drift, indicates that the majority of consumer goods 
industries will be confronted with a substantial in- 
crease in demand during the latter part of the 
year. It is probable that, in most of these industries, 
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there is sufficient surplus capacity to permit con- 
siderable expansion. 

However, there are also signs of a future stag- 
nation of production in some branches, as a result 
of sagging demand in relation to the increasing 
capacity. With respect ‘to the forest products in- 
dustry, stiffening competition on the export markets 
has given rise to deteriorated sales possibilities. 
Furthermore, a reduction of incoming orders has 
been recorded in the iron and steel industry — yet 
no decline in activity has so far been observed. 

It is reasonable to look upon the more rapid rate 
of expansion in industrial production over the past 
two years, as compared with the period 1953—57, 
as a consequence of the high and rising volume of 
investments during the present boom. 


Development of industrial investments, 1954—61 


(Percentage change) 


54/55 55/56 56/57 57/58 58/59 59/60 
Buildings.. +42 +23 —05 +121 +72 +150 
Machinery. —0.9 +23 —04 +119 +45 + 5.0 


The investment boom of the past three years 
can be attributed to the easing of investment re- 
strictions in the autumn and winter of 1957—58, 
i. e., the abolition of the credit ceiling in the com- 
mercial banks, the abolition of the investment fees, 
and the relaxation of building controls. 

As far as the development during the present 
year is concerned, a survey carried out in the sum- 
mer indicates that businessmen are expecting an 
increase in total fixed investments of 14—15 per 
cent between 1960 and 1961 — which means, how- 
ever, a downward adjustment of the plans made 
public in March this year. To some extent, this 
downward adjustment is most likely associated with 
the increasingly tight situation on the credit market. 

Stock investments are discussed below under the 
heading “Foreign trade and the foreign exchange 
reserves’. 


The labour market and wages 


Unemployment is at present at a record low level. 
In the middle of August this year, the number of 
registered unemployed persons amounted to 14,400, 
as compared with 16,600 at the same time last year. 
This implies an unemployment rate of only 0,7 per 
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Labour Market Situation 


A Employment in industry (in thousands of persons) 
B Total unemployment 
C Registered unemployment (as a percentage) 

Source: Labour Market Board 


— >} — 


cent (the number of out-of-work persons who are 
insured against unemployment in relation to all 
insured persons). The demand for manpower is 
extremely heavy, and in many branches there is 
a marked shortage of labour — particularly skilled 
labour. This is the case in, e. g., the engineering 
industry and certain parts of the textile and cloth- 
ing industry. 

The strained situation on the labour market has 
caused a very steep wage drift. The Social Welfare 
Board estimates that average hourly earnings in 
industry will go up by 5 per cent, this on top of 
the contractual increases, which would mean the 
biggest wage drift since the 1951—52 inflation, 
occasioned by the Korean crisis. 


Foreign trade and the foreign exchange reserves 


The two latest periods of prosperity, 1953—57 and 
1959—61, have been characterised by powerfully 
expanding foreign trade. 


Development (by value) of imports and exports 


(Percentage change) Imports Exports 
MME Sis oie ints.cs dsj e as os + 13 + 7 
PERM (cin siviaea'eisice ss + v0s + 12 + 8 
MEET sa cgn ssc aic nsec ene. +11 + 13 
MMs ss v sisi vie cases + 9 + 10 
OG 5 — 2 — 2 
MPUEEM yy ois ss cis even sece es + 2 + 9 
OU +19 + 16 
1960/61 (Jan—Aug.) ......... + | + 9 


During the past year, however, a falling-off in 
the pace of expansion has been observed. The val- 
ue of exports during the first six months of this 
year was 8 per cent above the level for the corre- 
sponding period last year, while the rise in imports 
between the two periods amounted to no more 
than 1 per cent. This development has resulted in 
a heavily reduced deficit in the belance of trade, 
which can be seen in the following table dealing 
with the balance of payments in the first six months 
of 1959, 1960 and 1961: 


Sweden’s balance of payments 
(in Kr. million) 


First half-years of 


1959 1960 1961 

Bexports GOD) lecisrccicsce wesc +5426 + 6,348 + 6,850 
Timports; (cil vote srae's steareele a — 5828 —7,360 — 7,415 
Balanceéiofitrade’ 2. ¢oh c~s.% — 402 —1,012 — 565 
Net shipping receipts ...... + 590 + 630 + 710 
Other current payments, net — 130 — 130 — 110 
Current balance of payment + 58 — 512 + 35 
Capital transactions ........ + 8 — 50 + 42 
Residual c- Se hits ce ccints — 23 + 147 + 490 
Change in foreign exchange 

FOSCEVES Dae Moni ciie ste: + 43 — 415 + 567 


The relatively weak development of imports this 
year, as compared with last, must be viewed in 
the light of the development of stock investments. 
Last year, total stocks increased by as much as 
Kr. 1,400 million. According to estimates in the 
Revised National Budget, stocks are expected to 
go up much less during the current year — and 
this is supported by the so-called “business tendency 
surveys’ of the Institute for Economic Research. 
The final figure will be a result of conflicting tend- 
encies — on the one hand, attempts to cut down 
stocks in various sectors on account of, inter alia, 
the more stringent credit policy, and, on the other 
hand, an involuntary building-up of stocks as a 
consequence of falling demand in relation to ca- 
pacity increases and the reduction of stocks of 
Swedish export goods abroad. 

In view of the current discussion concerning Eu- 
ropean economic integration, it can be of interest 
to study the degree to which Swedish foreign trade 
has been affected by the 20 per cent tariff reduction 
within EFTA that was carried out on July 1, 1960. 
The statistical material so far available (broken 
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Sweden’s imports and exports of finished goods and semi-manufactures 


Imports Exports 
July, 1960— change from corresp. July, 1960— change from corresp. 
May, 1961 period in preceding year May, 1961 period in preceding year 
Kr. m. Kr, m. per cent Kr. m. Kr. m. per cent 
BREDA case. stone xisvnatite wee ern tac ere aes 2,649 + 329 + 14.2 2,809 + 437 + 18.4 
(Norway, ue Ree ea hace rae 428 + 88 + 25.9 1,083 + 132 + 13.9 
Depmanks aa chaste see ser ehaoren 396 aoe + 30.3 681 + 125 + 225 
Great Batata tr wnmricess asst tienie 1,369 + 78 + 6.0 755 + 110 +171 
Switzerlandiw,, cee ce direetener ssl ates sare 262 + 34 + 14.9 168 + 39 + 30.2 
AUS triage tata ntes- saan aor nenieactts 156 + 36 + 30.0 72 ar + 30.9 
Pontigall.c-.oahecwwm «otek beers 38 ape all + 2,7 50 + 14 + 38.9 
BBG? oes rencsarase eytleaie’ os sin tiaps stsistevssemvaotarers 4,323 + 63 + 1,5 1,908 + 281 + 17.3 
Western Germanys. .ni eae eis 2,723 + 78 + 29 912 + 133 +171 
MheiNetherlands? a. seme wero courts 453 — 9 Sled 341 + 4 + 15.2 
Belgium/Luxembourg .............. 453 cies sp lt 197 — 16 — 75 
WEANGCE: (. ..b.auteicicis cuieneaieeets cia stelsiateet 409 — 36 — 81 239 + 64 + 36.6 
Dtally, tecucth eis, stselee sate sap eenereianere 285 + 28 + 10.9 219 + 55 + 33.5 
Oli ee(se apace Mob rc don oceans 2,047 + 360 + 21.3 3,316 + 97 + 3.0 
Wihole worldiak ws.cc aetetncsent mtetorerers 9,019 + 752 + 9.1 8 033 + 815 + 13 


down into both countries and goods) covers the 
period up to and including this May. 

A comparison of Swedish foreign trade between 
the periods July 1, 1959—May 31, 1960, and July 
1, 1960—May 31, 1961, shows that Sweden’s trade 
with The Seven has increased more rapidly than 
her trade with The Six. 

Changes in the direction of trade are substantial 
with respect to imports of finished goods and semi- 
manufactures, i. e., those products which have en- 
joyed the first tariff reductions in accordance with 


Price Trends (1949= 100) 


A Wholesale prices 
B Costs of living 


Source: Board of Trade and Social Board 


the EFTA Agreement. Of particular interest in 
this connection is the steep rise in the shares of 
Norway and Denmark in Sweden’s imports. Among 
the various groups of merchandise involved here, 
increased purchases of vessels and of other engi- 
neering products are most prominent. 

With regard to the EEC countries, only Italy 
retained her relative share of Sweden’s imports of 
finished goods and semi-manufactures. The shares 
of the other EEC countries were reduced in varying 
degrees. 


Foreign Exchange Reserves (Mill. Kr.) 


A Sveriges Riksbank 
B Commercial banks 
C Total reserves 


Source: Sveriges Riksbank 


2 
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There is another fact of interest that emerges 
from the table, i. e., that Sweden’s imports of fin- 
ished goods and semi-manufactures from countries 
not belonging to the two trade blocs went up by 
just over one-fifth, which is an appreciably greater 
rise than that for imports from both the EFTA and 
EEC areas taken together. 

As concerns changes in the direction of exports 
between the two periods, there does not appear to 
be any marked difference between EFTA and EEC. 

Exports of finished goods and semi-manufactures 
to the EFTA countries have, between the’ two 
periods, increased by close on one-fifth, and to the 
EEC countries by a little more than one-sixth. 
Exports to countries outside the blocs have risen 
insignificantly. 

With respect to the individual EFTA countries, 
the relative increase in exports was particulary large 
to countries with which Sweden has previously 
traded on a small scale (absolutely), i. e., Switzer- 
land, Austria and Portugal. Machinery, equipment, 
electrical material, cars and chemical products 
belong to the commodity groups that have shown 
the steepest rise. 

The total foreign exchange reserves, which nor- 
mally show a seasonal decline of Kr. 200—300 mil- 
lion during the first half-year, rose during the first 
six months of this year by Kr. 567 million. During 
the third quarter they rose by Kr. 229 million as 
compared with a rise of Kr. 132 million during 
the same period in 1960. This favourable develop- 
ment can be partly explained by reference to the 
smaller deficit on the balance of trade and to 
higher net shipping receipts. But moreover, it is 
very likely that the tight situation on the Swedish 
credit market has entailed an increase in import 
credits (and perhaps a decrease in export credits) 
as well as advance payments on orders in, for in- 
stance, the shipbuilding industry. 


Swedish foreign exchange reserves 
(in Kr. million) 


1959 1960 : 1961 
31/12 30/9 31/12 30/9 

The Riksbank 
St) ee 987 885 881 933 
Foreign exchange .. 1,179 1,591 ‘1,554 2,337 
Total 2,166 2,477 = 2,435 3,270 
The commercial banks. 881 288 453 414 


Overall total 3,047 2,765 2,888 3,684 


The size of the foreign exchange reserves and 
their distribution as between the Riksbank and the 
commercial banks at certain times during recent 
years (including 1961) can be seen in the preceding 
table (see also the chart on page 124): 


Government finances and the credit market 


For the first time since the fiscal year of 1951/52, 
the Total Government Budget has shown a surplus. 
During the past fiscal year of 1960/61, the Govern- 
ment’s revenues exceeded total expenditure by ap- 
proximately one quarter of a million kronor. This 
surplus is partly a result of fiscal policy measures, 
such as the introduction of the general sales tax 
and the postponement of certain planned govern- 
ment investments. Higher tax receipts have, how- 
ever, also contributed to a great extent to the 
budget surplus. The latter was not forecast in the 
official estimates earlier this year, a deficit of Kr. 
1,187 million being predicted in the Budget Bill. 
This figure was, however, lowered to Kr. 230 mil- 
lion in the supplementary budget proposals, pub- 
lished in May. Both these excessively pessimistic 
estimates can be said to give some idea of the 
strength of the so-called “automatic budget reac- 
tion”. 

The cash outcome of the Total Budget is the 
quantitatively most important factor underlying the 
development of liquidity in the banking system. 
This seasonal influence consists of additions to 
liquidity during the latter half of the year and 
a “mopping-up” of liquidity during the first half 
of the year. The liquidity-contracting effect of 
the Total Budget during the first six months of 
this year was extremely powerful, i. e., no less than 


Cash outcome of the Government Budget 
(in Kr. million) 


1958/59 1959/60 1960/61 
Total Income ....2-..eceeere 12,604 13,657 16,639 
of which the general sales tax — 367 ~=—-:1,507 
Expenditure on the Operating 
BU PO is accel oyewie suet sibeas 12,743 13,698 14,900? 
Expenditure on the Capital 
Bouyer te cnciavs.cosnvnestes 1,572 1,677 =: 1,400 
Sundtyi geen asac'scascssesses > + 283 +86 —89 
Balance’ — 1,428 — 1,632 + 250 


1 Expenditure surplus = minus; income surplus = plus 
a = 
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Kr. 2,360 million was drawn out of the monetary 
system. During the same period in 1960, the amount 
was barely half this size. 

However, from the point of wiew of economic 
policy, there is another aspect of the development 
of the public finances that is of importance. Within 
the framework of given government borrowing re- 
quirements, the placing of the public debt is a 
strategic factor. From the beginning of the 1950s 
and up to 1959, the borrowing requirements of 
the Government increased almost uninterruptedly 
and were financed to a great extent by means of 
loans from the commercial banks, whose holdings 
of government securities shot up from Kr. 1,674 
million in 1952 to Kr. 4,940 million in 1959. 

This substantial expansion of the commercial 
banks’ credit to the Government involved, at the 
same time, an increase in liquidity which, in turn, 
formed the basis for a rise in the banks’ advances 
to other sectors of the economy. At the beginning 
of 1960, national debt policy came more to the 
forefront as a stabilisation instrument. The sub- 
stantial long-dated government loan, the short- 
dated government securities aimed at the business 
sector, and the “people’s loan” all gave rise to a 
considerable increase in the National Debt Office’s 
borrowing on the market outside the commercial 
banks and the Riksbank. This led to a correspond- 
ing reduction of the liquidity in the banking system, 
whose portfolio of government papers dropped by 
close on Kr. 800 million during 1960. During the 
first seven months of the current year, a further 
decline in the commercial banks’ holdings of gov- 
ernment securities has taken place — amounting 
to Kr. 400 million. However, unlike last year, this 
period has not seen any net increase in government 
borrowing outside the commercial banks and the 
Riksbank. On the contrary, this has fallen from 
the turn of the year, thus moderating to a certain 
extent the powerful contraction of liquidity in the 
banks that had been brought about by the develop- 
ment of the Government Budget in the first half- 
year. 

In May, the liquid assets of the commercial banks 
reached their lowest level since the beginning of 
the present boom. During the first five months of 
the year, they were reduced by roughly Kr. 1,600 
million. This decline was larger than the rapid and 


steep drop in liquidity (of about Kr. 1,150 mil- 
lion) that occurred during the same period in 1960. 
This year’s fall would in fact have been even more 
pronounced if an exceptional and surprising rise 
in the total foreign exchange reserves — which 
has been discussed in the previous section — had 
not swelled the market’s liquidity. 

During the summer months, a gradual improv- 
ment has been recorded in the liquidity situation 
in the commercial banks. It has thus been possible 
to limit this year’s decline to, in round figures, Kr. 
700 million from January to August — this com- 
pared with a decrease of about Kr. 1,600 million 
during the corresponding period last year. This 
difference can be explained by — besides the fa- 
vourable foreign exchange development — smaller 
allocations to investment funds on the part of busi- 
ness firms compared with last year. 


Position of the commercial banks 
(in Kr. million) 


1959 1960 1961 

Assets Dec. May Dec. May Sep. 
Cash iz chic. stersierss dots aiatees 1,066 611 813 628 99556 
Treasury bills, c+. o8 512. 329 65 3 20g 
Swedish bonds ........ 5,828 5,821 5,493 5,081 4,758 
Advances 00.02 a0 + 13,125 13,879 14,090 14,981 14,952 
Due from foreign banks 1,346 852 1,043 960 1,056 
Other assets ete ee =) 1,728 1,185 2,102 1,661 1,755 

Total 23,605 22,677 23,606 23,316 23,331 
Liabilities 
Deposits! sco cietaens 18,950 18,599 18,524 17,973 18,050 
Due to foreign banks.. 401 568 555 777 661 
RESGrves: eect. csteyaictee 1,360 1,365 1,405 1,443 1,461 
Other liabilities ....... 2,894 2,145 3,122 3,123 3,159 


Total 23,605 22,677 23,606 23,316 23,331 


The factors influencing liquidity discussed above 
are also reflected in the development of the com- 
mercial banks’ deposits and advances. Total de- 
posits were, at the end of this August, only | per 
cent higher than at the corresponding time last 
year. The level of deposits in August, 1960, was 
2.5 per cent ‘higher than in August, 1959, which 
figure was, in turn, no less than 18.4 per cent above 
that observed in the August of 1958. 

A brake on the banks’ credit expansion has been 
evident during the past year. From August last 
year to August this year, the banks’ outstanding 
credits rose by 3.3 per cent, as compared with an 
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increase during the corresponding period between 
1959 and 1960 of 10.7 per cent, which was as steep 
‘an increase as between August, 1958, and August, 
1959; 

The slackening growth in the expansion of credit 
can be observed in the chart below, which shows 
the utilized bank credits month by month during 
the past four years as a percentage of the corre- 
sponding amount twelve months earlier. 

In this connection, it is also of interest to en- 
deavour to ascertain the effect that the restrictive 
policy has had on the liquidity of the general public. 
We can thus study the development of the supply 
of money (in the broadest sense of the term) held 
by the general public in relation to the nominal 
value of the GNP. The average annual values here- 
by obtained for the post-war years are given in 
the following chart. The two alternatives for the 
present year are based on two different assumptions 
regarding the nominal increase in the GNP (6 and 
7 per cent). 

The quantity of money falls — or, in other 
words, the velocity of the circulation of money 
rises — during periods of increasing business activi- 
ty. However, the amount of money did not fall 
anywhere near as rapidly during 1960 and 1961 
as during the upswing 1954—57. The assumed 


- decline during 1961 would mean that the quantity 


of money in the hands of the public has fallen 
below the 1958 level. In view of the extremely 
restrictive economic policy, this reduction is very 


Advances of the commercial banks as a percentage of 
advances at the corresponding time in the preceding year 


% 
115 
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small indeed. Thus, from the viewpoint of quantity 
theory, monetary policy can be said to have been 
less restrictive during the latest boom period than 
during the previous one. 


The bond and share markets 


During the summer months the bond market was 
characterised, as is normally the case, by a low 
level of activity and practically unchanged prices. 
There were no issues whatsoever. In August, some 
increase was observed in the demand for short- 
dated government securities from the commercial 
banks which, in consequence of their higher liq- 
uidity, were on the look-out for investment oppor- 
tunities. This rise in demand has led to certain 
prices showing an upward movement. 

In the beginning of September, the Riksbank 
gave the Swedish Mortgage Guarantee Company 
— up to the first week of September the Stock- 
holm Mortgage Company — permission to issue 
two bond loans. These loans are to run for 12 and 
40 years, and the money borrowed is intended to 
be used in the financing of loans secured by first 
and second mortgages in blocks of flats. The rate 
of interest on the 12-year loan is 5 1/2 per cent, 
and on the 40-year loan 5 3/4 per cent. The issuing 
price was in both cases 99 per cent, and the amount 
subscribed was nearly Kr. 250 million. The reason 
for the Riksbank’s decision to permit these issues 
was the latter’s wish that, in conformity with the 


Development of real supply of money, 1946—61 


1. Assumption: Nominal GNP increases by 6 per cent, 1960—61 
TY (ao eae Say » 


2 » » » » 
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recommendations submitted by the Credit Market 
Commission, competition on the mortgage market 
should be increased. 

The period of unstable prices on the share mar- 
kets in the United States, Great Britain and Swe- 
den that set in at the end of the year’s second quar- 
ter also continued into the third quarter. 

On the New York Stock Exchange, the reason 
for the unsteady and falling prices is chiefly to be 
sought in the disturbing international situation. 
But uncertainty in respect to the pace of the do- 
mestic upswing has also made itself felt. ‘Towards 
the end of July, however, there began a period of 
rising prices. Reports published in August to the 
effect that previous production peaks in industry 
had been topped, gave rise to greater optimism 
and industrials were commanding record prices in 
the beginning of September. A certain decline sub- 
sequently occurred, but the general trend can be 
described as stable. 

Prices on the London Stock Exchange during the 
past quarter have fluctuated considerably, with in- 
termittent setbacks and recoveries. The uncertainty 
that is still pronounced is perhaps, first and fore- 
most, due to the sterling difficulties, but inter- 
national political developments have also had an 
influence here. Equity prices have, during the quar- 
ter, remained at roughly the same level as at the 
turn of the year, which means that the market has 
not recovered from the decline noted at the end of 
June. 

The development of prices on the Stockholm 
Stock Exchange has, as with the London Exchange, 
been far from uniform during the period under 
review. Despite the reinforced inflationary tenden- 
cies, prices in general have not changed to any ap- 
preciable extent. This is probably partly due to 
the fact that the Stockholm Exchange has also been 
nervous about international conditions. Another 
reason is the uncertainty surrounding Sweden’s 
relationship with the Common Market. 

In recent years saving through investment in 
shares has become increasingly popular, and it can 
therefore be of interest to make a somewhat long- 
term comparison between the yields given by dif- 
ferent kinds of investments. A survey of the past 
five-year period shows that the average annual 
yield, in the form of dividends and payments for 


subscription rights when new issues have been 
made, on an investment made in 1956 in one of 
the groups of shares given in the table below is 
between about 4 and 6 per cent. 


Yield and price rise for various types of investment; 
September, 1956—September, 1961 


(as a percentage) 
Average annual 


yield price rise 
Five wood products companies ........ 4.1 10.5 
Two timber and iron companies ...... 42, 14.0 
Five engineering companies .......... 6.2 11.6 


Four banks... ,demie aries cam «ears ence sue 60 


3 pericent bond loan 2... sess acseeeie 4.4 — 42 
Deposit account subject to six months’ 
HoH el SOLE tabg Josedund cUnEsoce 4.6 - 


N. B, In this estimate, account has been taken of bonus issues. 
With respect to new issues, the value of the subscription 
rights has been treated as dividend in the year in question. 


The annual yield is thus not particularly high. 
But it must be remembered that an investor can, 
after five years, make a tax-free profit on the sale 
of his shares of, in these cases, between 6 and 14 
per cent a year. 

In comparison, it can be mentioned that the 
average annual yield from 3 per cent bonds bought 
in 1934 amounts to 4.4 per cent. In this case, how- 
ever, there has been an annual price loss of 4.2 per 
cent. The average rate of interest paid on the long- 
term deposit account during the five-year period 
has been 4.6 per cent. 

The price level, measured by reference to the 
consumer price index, has risen by about 3.2 per 
cent a year over the past five years. The increases 
in the prices of the shares discussed here have thus 
more than compensated for the decline in the val- 
ue of money. 


Current yield for various types of investment 
(as a precentage) 

1951 1953 1955 1956 1961 

Jan. May Jan. Sept. Jan. Sept. 
Wood products industry 


(5: firms) jy saa tne 26 49 28 39° Jee 
Engineering industry 

[Sih itsnc'.) Ree oe Os 3.7 60 41 52° 22am 
Banks (4) 7 .\.e0- 6 coke 38 5.0 S8° 56 46 


3 per cent bond loan .. 33 3.3 34 3,7 45. 0am 
Deposit account subject 
to six months’notice’ 3.0 3.0 3.0 4.0 4.75 475 — 


1 Effective rate 
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Some Statistical Data on Sweden’s Economic Position 


I. THE RIKSBANK. (Amounts in million kr.) 


At the} Gold and Foreign Exchange Reserves Bonds and | Advances | Note Sight Deposits 
end Treasury Circulation | ————_—— 
of Gold Foreign Total Bills Total Thereof 
Exchange? Com 
State Banke 
1938 707 750 1 457 106 50 1061 849 418 428 
1955 1 426 1004 2 430 4023 25 5 319 747 321 418 
1956 1376 1072 2 448 4390 21 5 598 504 260 241 
1957 1134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1053 1 392 2 445 4545 94 6 059 323 158 164 
1959 987 1179 2 166 4893 241 6 266 285 146 138 
1960 881 1 554 2 435 6 005 6 6 559 273 118 154 


1960] 1961 | 1960] 1961 | 1960] 1961 | 1960} 1961 | 1960} 1961} 1960 | 1961 | 1960 | 1961 | 1960 | 1961 | 1960] 1961 


Jan. 987} 880] 844] 1584/1831) 2464]/4873)5396| 96] 172 |5887|6240] 144 | 187} 101 | 151 | 42 | 34 
Feb, 886} 881] 998] 1661] 1884} 2542/4753)5395| 91 7 |5772|6185) 167 | 133 | 104] 96] 61) 36 
Mar. 885| 881]1154| 1847|2039] 2 728|4057|4642| 594) 684 |5727/6 223} 127 | 129 | 100 | 107 | 25] 21 


Apr. 885| 881] 1411] 1960|2296| 2841|4437/4732] 45] 567 |5857|6 304] 160 | 137 | 120 | 103} 38] 32 
May 885| 881] 1423] 2226|2308| 3107}3981}4193| 346] 761 |5701}6061} 158 | 261 | 126 | 239 | 31) 21 
Jun. 885| 881] 1474] 2352|2369| 3233}4246|4683| 393] 518 |5983|6 302] 218 | 208 | 194 | 164 | 23) 43 


Jul. 886| 881] 1481] 2436] 2367| 3317|4256| 4644] 497| 330 |5782|6 080] 140 | 188 | 102 | 136} 37] 51 
Aug. 886} 933] 1582] 2359|2468| 3293) 4441|4849] 440] 152 |5828)6158} 104 | 109 | 87) 83) 16) 25 
Sep. 885| 93311592] 2337|2477| 3270| 4294/4529] 704) 638 |5906/}6195| 134 | 148 | 113 | 123 | 20] 23 


Oct. 884 1613 2 497 5 114 59 6 040 186 139 45 
Nov. 883 L574 2 457 5 004 498 6119 138 121 16 
Dec. 881 1 554 2 435 6 005 6 6 559 213 118 154 


1 Market value. — * Net claims on foreign countries. 


Il. COMMERCIAL BANKS. (Amounts in million kr.) 


Ce nn nn 


At the} Cash Swedish Net Claims | Advances Deposits 
end Bonds' on Foreign CORaae ae RE TS 
of Countries | Bills Loans Overdrafts | Total Total Thereof 
and Other Short Term 
Advances 
1938 601 190 95 1 163 2705 470 4 338 4 260 1152 
1955 958 2 958 169 2731 5 355 2 444 10 530 12 609 2 422 
1956 788 3 295 437 2613 5 088 2 937 10 638 13 090 2 660 
1957 724 4439 661 2597 §115 3114 10 826 14 263 2714 
1958 784 5 223 701 2791 5 498 3 403 11 692 15 987 2 682 
1959 1065 6 340 1092 3 162 6 591 3 372 13 125 18 950 3 472 
1960 813 5 558 650 3 256 6 848 3 987 14091 18 523 2 546 


a i | a a | a | 


1960 | 1961 | 1960 | 1961 | 1960 | 1961 1960 | 1961 1960 | 1961 1960 | 1961 1960 | 1961 | 1960| 1961 | 1960! 1961 
13 053| 14 241|19 596| 18 673] 2 709| 3 193 
13 009] 14 306|19 724| 18 939] 2 852| 3 268 
13 471| 14 646|19 253] 18 605| 2 878| 3 285 


13 632| 14 681}18 908] 18 537) 3 017) 3 100 
13 879} 14 981]18 599} 17 974} 3 065] 2 989 
13 950) 14 690)18 469) 17 962) 3 202) 3 356 


14 240} 14 708) 18 312] 18 254] 2 856) 3 074 
14 147] 14 619)18 282) 18 464; 2 900) 3 308 
14 312] 14 952]18 067| 18 050) 1 941) 3 046 


ee | | 


an. 493] 603 | 6978) 5 732| 1281] 689 | 3 006] 3 224| 6 563] 6 840) 3 484 | 4177 
eb, 546] 596 | 7248) 5 808] 1208] 642 | 3 082) 3 219) 6 508) 6 858) 3 419 | 4229 
Mar. 558] 619 |7191}5515| 913] 531 | 3229) 3 404) 6 643] 6 918) 3 598 | 4 324 


Apr. 524| 567 | 6 739| 5344} 504] 415 | 3 246] 3 393] 6 748) 6 918) 3 638 | 4 369 
y 612] 628 |6150| 5087] 478] 336 | 3 287] 3 410) 6 819) 6 944) 3 773 | 4 626 
Jun. 688] 771 | 6220/5051] 413] 395 | 3 263} 3 332] 6 855) 6 870) 3 832 | 4870 


Jul. 466] 632 |5908/5 114] 485| 483 | 3325] 3 341} 6 921) 6 870) 3 994) 4 498 
Aug. 575| 612 | 5827/5276) 430] 426 | 3 243) 3 287| 6 922| 6 839) 3 982 | 4493 
Sep. 5821 555 |5666|5013] 460] 542 | 3 327) 3 378) 6 865) 6 832) 4120) 4 742 


Oct. 612 5 578 540 3 295 6 888 3 986 14 169 18 392 2219 
Nov. 622 5 363 549 3315 6 897 4145 14 357 17 834 2914 
Dec. 813 5 558 650 3 256 6 848 3 987 14091 18 523 2 546 


1 Including Treasury Bills. 
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Ill. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


Year | Savings Banks Deposits Turnover Yields on Bonds?| Turnover at the | Share index? + 
or at the of the Stockholm Stock 
Month Post Office | Postal Exchange® 
Savings Cheque 
Deposits? | Advances!| Bank? Service Govt. Indust. |Bonds .|Shares |Home Other 
Loans | Loans In- In- 
Million kr.| Million kr.| Million kr. | Million kr. | % % 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 Doe, 2,92 243 931 149 103 
1955 10 339 9 743 3118 307 522 3,72 4,63 248 652 195 299 
1956 11 097 10 370 3315 338 877 3,78 4,70 440 567 176 283 
1957 11 969 11 152 3 571 375 137 4,41 52 408 777 182 289 
1958 12 942 12 032 3 861 394 560 4,39 5,12 418 921 194 313 
1959 13 830 13015 4 088 416 120 4,33 5,15 485 1 273 255 380 
1960 14 841 13 743 4516 397 850 4,61 5,79 341 1 184 289 475 
1960 | 1961 | 1960} 1961] 1960 | 1961 | 1960 | 1961 |1960)1961 1960}1961 1960|1961 1960|1961 1960|1961 1960| 1961 
Jan. 4 326 | 4771 |36 386 |40 067 | 4,49] 4,49] 5,16] 5,65 | 357 | 457 | 1735]1009] 310 | 284 | 483 | 497 
Feb. : : : - | 4355} 4811 |24 965 |28 043 | 4,65] 4,53) 5,66] 5,78 | 276 | 829 | 1530)1036} 305 | 269 | 479 | 482 
Mar. |14 636/15 685]13 189/14 010) 4365] 4800 |37 248 |41 375 | 4,61] 4,53) 5,65) 5,76 | 670 | 421 | 1145/1169] 284 | 271 | 445 | 484 
Apr. 4 363 | 4 807 |29 370 |30 358 | 4,60 4,53] 5,77] 5,78 | 371 | 232 | 1076]1398} 287 | 278 | 452 | 501 
May : ¢ : . | 4355] 4790 |36 787 |41 881 | 4,60) 4,67] 5,76] 5,75 | 295 | 738} 878)2211| 283 | 280 | 446 | 537 
Jun. {14 558/15 542}13 335/14 211} 4392) 4798 |28 425 |31 477 | 4,60} 4,67] 5,83] 5,84 | 241 | 311 | 1066)1323) 282 | 278 | 461 | 533 
Jul. 4446 | 4 826 |39 490 |42 911 | 4,68) 4.67] 5,97] 5,92 | 264 | 328 | 1227) 823) 280 | 282 | 471 | 535 
Aug. . : 4458] 4 831 |24 012 |26 695 | 4,68] 4.67) 6,05} 6,01 | 240 | 289 | 1682) 984) 291 | 281 | 487 | 547 
Sep. |14 782 13 527 4449] 4 819 |36 283 |40 248 | 4,68] 4,67] 6,06] 6,05 | 185 | 332 | 1419] 927) 290 | 280 | 508 | 531 
Oct. 4478 30 167 4,68] 4,67] 5,97| 6,05 | 245 942 284 | 275 | 483 | 526 
Nov 4 504 38 866 4,60 5,81 358 825 289 496 
Dec. |14 841 13 743 4516 35 847 4,49 yi) 590 875 280 487 
1 At the end of each year or month. — # Calculated on market prices at middle of months. The yearly figures represent 
averages of the monthly figures. — * Averages per Stock Exchange business day. — * Nom. value Jan. 1953 = 100. 
IV. OTHER STATISTICAL DATA 
Year | National : Production] Insured | Wholesale Price Index 
or Debt! Foreign Trade Index | Unem- | (1949 = 100) pee 
Month 1935=100] ploye ; 
Imports Exports = Pee ) % Import | Export | All a 
(—) Surplus road, | Goods: |) Boeck’ aaa 
Million kr. | Million kr. | Million kr.| Vision br. | a 
1938 2 566 2 082 1 843 — 239 123 oa 40 47 4} 64 
1955 16 081 10 337 8 933 — 1404 226 oA 135 147 138 133 
1956 16 966 11 434 10 067 — 1367 234 1,5 143 153 145 139 
1957 19 095 12 567 11 062 — 1505 240 1,9 144 155 147 145 
1958 19 851 12 249 10 799 — 1450 245 2,5 131 149 144 152 
1959 21771 12 449 11 417 — 1032 254 2,0 128 142 144 153 
1960 22 770 14 888 13 285 — 1603 274 1,4 128 146 149 159 
1960 | 1961 | 1960| 1961 ] 1960] 1961 1960] 1961 | 1960] 1961 ]1960|1961|1960|1961 19601961 1960|1961 1960| 1961 
Jan 21 610 | 22 058 |1 326 | 1 282 |1 057 |1 140} —269] —142| 276] 292 | 2,8) 2,1] 130] 126} 145] 148] 147] 151] 159] 161 
Feb. | 21 936 | 22 240 |1 272 | 1 152 |1 102 }1 041 |) —171) —t11} 281} 300 | 2,5} 2,1] 129] 126 | 145] 148] 147] 151] 159) 161 
Mar. | 21013} 21295 ]1 204) 1308} 9941 088) —210) —220] 286} 302 | 2,0] 1,5] 128] 126| 145} 148] 147] 151] 159} 162 
Apr. | 21 054/21 765 ]1 118] 1 214]1 076 |1 062 | — 43) —152]| 284] 300 | 1,9] 1,6] 129} 127] 146] 148} 147) 151} 158| 162 
May | 20 048 | 19 799 |1 241 | 1 233 {1 086 |1 275 | —155] + 42) 278} 294 | 1,2] 1,1] 129] 127] 146) 148} 148] 152] 159) 162 
Jun. | 20 660 | 20 411 |1 198} 1 228 ]1 076 |1 242 | —122} + 14] 286] 293 | 0,8] 0,7] 128] 126} 146] 147) 149] 152) 159) 163 
Jul. 20 752 | 20 419 |1 017} 1 035 |1 074}1 190} + 57/ +155] 147] 150 | 0,6) 0,5] 128] 126) 146] 147] 148) 151] 159] 163 
Aug. | 20917} 20 881 |1 147} 1 155 |1 032 |1 135} —115) + 20] 265) 274 | 0.8] 0,7] 127 | 126 | 146} 147] 148) 151] 159} 163 
Sep. | 20 547 | 20 298 |1 254 1118 —136 282 0,8} 0,7 | 127] 125} 146 | 146} 148] 151} 159] 163 
Oct. | 21535 1 283 1 236 — 47 291 0,8 126 146 149 159 
Nov. | 21079 1 346 1 208 —138 304 aga 126 146 150 160 
Dec. | 22770 1477 1 268 —209 296 1,4 126 147 150 160 


2 At the end of each year or month. 
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Statement of Condition September 30', 1961 


ASSETS 

Cash in hand and with the Riksbank Kr. 168,919,000 
Bonds and Treasury Bills 1,192,364,000 
MGaTisrand sO ISCOUNES< 6 fey «alse.» ; 3,702,181,000 
Swedish Banks re 7G 38,268,000 
Banks abroad ee 325,729,000 
BICeY, A CONUS Pity ee csi Ss. Row Pe a 138,534,000 
19,371,000 

60,599,000 

Kr. 5,645,965,000 


LIABILITIES 

Deposits ... . Kr, 4,268,221,000 
Swedish Banks and Savings Banks . . . » 354,481,000 
Banks abroad onl ts 249,389,000 
Sundry Accounts 367,802,000 
Share Capital . . . Kr. 218,376,000 
Reserve Funds . . » 168,020,000 
Undivided profits 19,676,000 » 406,072,000 

Kr. 5,645,965,000 
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In all 248 branches at 174 different places. 


